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ABSTRACT OFTHESIS TITLED: 
STRATEGIC HUMAN RESOURCE MANAGEMENT - A STUDY OF FIRMS IN 
BANGLADESH 
This document presents the abstract of the thesis titled : Strategic Human Resource 
Management - A Study of Firms in Bangladesh submitted for the award of Ph.D. degree in 
BusinessAdministration 
The abstract gives brief and concise information about the introduction to the thesis, thesis 
presentation, objectives of the research study, methodology of the study, major findings ofthe study 
and future directions of research in the area of strategic human resource management. 
INTRODUCTION 
The field of Human Resource Management (HRM) as a discipline is relatively recent It has 
developed through an evolutionary process. Different civilizations and philosophies contributed to the 
development of HRM. During the industrial revolution era, the evolution of personnel management 
started. At the end of this evolutionary process, when personnel management got its complete ^ aagc, 
organizational planning, manpower planning, manpower selection and other allied issues regarding the 
management of personnel and high talent manpower assumed significance in the organization. High 
talent persormel emerged as the key human resource. The emphasis then shifted to 'management of 
human resource'. 
The concept of HRM emerged initially from the work done in the U.S .A. in the 1960s and 
1970s. Since then the concept gained impetus around the world. In the U.S. A. where the concept of 
HRM originated, there isa widespread belief that HRM is the dependent variableand business strategy 
is an independent variable in their relationship. From the assumption that HRM is derived fix)m the 
interplay of corporate and business strategy led to the emergence of strategic HRM (SHRM). After 
theemergence of SHRM differentperspectives to SHRM andmodels ofSHRMhavebeendevelq)ing 
gradually. 
This thesis isamodest attempt in highlighting the latestdevelopments in theareaofSHRM in 
Bangladeshi business firms. The contribution of manufacturing and service sectors to the GDP is 
increasinggradually in Bangladesh, hi 1949-50thecontributionofthemanufecturingscctortothcGDP 
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was only about 3%. In 1997-98 the contribution of industrial and service sectors to the GDP were 19.4 
and 48.9 respectively. Export has grown at a rate of 17.4% over the last 6 years i.e. during 1992-98. 
In 1996-97 total civilian labor force was 7.7 crore; among these, industrial and other labor (except 
agricultural labor) constitute more than a third of the total labor strength. 
THESIS PRESENTATION 
The thesis is divided into six chapters. Chapter one (Stages of Development of Strategic 
Human Resource Management) highlights the contribution of different philosophies to HRM, the 
evolution of personnel management (PM), the emergence of HRM, and finally, the emergence of 
SHRM. 
Chapter two (Strategic Human Resource Management) explains the conceptual preview of 
SHRM, different perspectives to SHRM, models of SHRM, elements of SHRM and finally, the 
approaches to integration among the different elements. These first two chapters provide the basis on 
which the model of research is designed. 
Chapter three (Research Design) presents the review of available literature and identifies the 
research gap. Then the obj ectives, scope, synoptic view, methodology and limitations of the study are 
given. 
Chapter/our (Analysis and Interpretation ofFindings) describes the profile of respondents 
and the profile of the responding firms, the strategy, structure, HR system, and SHRM policies and 
processes of the responding fums. This is followed by Chapter five (Summary and Conclusions) vMch 
presents section-wise summary and conclusions of the findings that were analyzed and interpreted in 
the fourth chapter. 
The final chapter i. e. the Sixth chapter proposes the direction for fiiture research. Besides the 
potential areas of SHRM research a set of propositions are also suggested for future researchers. 
Beside the questionnaire / interview schedule, which is given inAppendix-I, a bird eye's view 
of the various significantaspectsofBangladeshi economy and industry is presented in^p/Te/Kfir-//. This 
is followed by a brief description of the macro-level situation in Bangladesh with regard to human 
resource development in Appendix-Ill. These two appendices areprovided inoider to give the reader 
an idea of the context in which the research work has been undertaken. 
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The findings of the study may give a direction to the industry associations and individual firais 
about the latest developments in the area of SHRM and act accordingly. For academicians, the study 
will be useful for critical appraisal of the latest developments in the area of SHRM and it will also prove 
helpful in providing a direction for future research. 
OBJECTIVES OF THE RESEARCH STUDY 
The present study has been undertaken to achieve one general as well as five specific objectives. 
The general objective of the study is to investigate the usage and application of strategic human 
resource management in Bangladeshi firms. The specific objectives of the study, related to business 
firms in Bangladesh, are laid down as below: 
(a) To identify the corporate and HR strategies followed. 
(b) To ascertain the organizational structure. 
(c) To study the HR system. 
(d) To analyse the position of HR functions in the organization. 
(e) To investigate the policies and processes of SHRM. 
METHODOLOGY OF THE STUDY 
In the light of the objectives mentioned above, the techniques of investigation adopted, tools 
used and pattern of analysis followed are as below. 
Selection of sample: In order to achieve the objectives of the study, purposive sampling technique 
was used. The business firms which have at least 1000 personnel or more were selected. Due to the 
lengthy process of gaining access getting filled-up questionnaire or interview-time of the interviewee, 
33 firms could be covered in the study. 
Sources of data: The necessary quantitative and qualitative data have been obtained fi»m both the 
primary and secondary sources. Different libraries were consulted both in India and Bangladesh. 
Other sources of secondary data are government, semi-government, and private organizations in 
Bangladesh. Some international bodies' reports have also been consulted. Primary data were collected 
fi:om one responsible executive or officer fix)m each of the 33 sample firms, i.e. 33 respcHidents filled-
up the questionnaire or provided information. Informal discussions have also been made with other 
officials. 
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Design and content of interview schedule: In order to get the necessary primary data, a questionnaire 
was designed through identifying the current SHRM issues, which was partly structured and partly 
open-ended, provided in Appendix-I of the thesis, in the Hght of the objectives of the study. Before 
finalizing the questionnaire, it was pre-tested in six business firms in Bangladesh. After pilot testing 
necessary changes were made and the questionnaire was finalized. In the questionnaire there were 29 
questions. These questions were asked to get information on seven broad areas: profile of the 
respondents, profile of the responding firms, strategies followed by the responding firms, organizational 
structure of the responding firms, position of the HR functions, and the HR system, policies and 
processes of SHRM. 
Method of data collection: Every effort was made to build a rapport with the respondents. They 
were assured of the confidential nature of their reports to the researcher. No executive or officer 
wanted to provide any information immediately. In order to get the necessaiy information the researcher 
had to follow the following step by step process: (1) Taking permission fixjm the chief executive of the 
firm, (2) appointment with interviewee; (3) after seeing and getting the questionnaire, the interviewee 
takes time, normally one week to 10 days and in some cases 2/3 weeks; and (4) within this time the 
interviewee had to be given reminders which were normally twice or thrice in most cases. 
Data analysis techniques: The collected primary data have been processed, analyzed, and presented 
in order to make them suitable for the purpose of analysis and conclusions. For the structured part of 
the questionnaire, few statistical techniques viz. percentage, ratio analysis, mode and means were 
used and for the open-ended part of the questionnaire qualitative analysis, through identifying issues, 
was done. 
MAJOR FINDINGS 
The main findings of the present study are stated as below: 
A. Profile of the respondents: 
(1) The highest number of respondents are officers. Maximum number of the respondents are fix)m 
the second highest level to the mid-level of the organizational hierarchy. Most of the data were 
collected fi-om the people who were well-placed in their organizational hierarchies. 
(2) Maximum number of the respondents have more than 2 years experience in the jnesent position. 
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more than 5 years experience in the present organization, and more than 15 years total length of 
experience in their careers. 
(3) Maximum number of the respondents' age were within 45 years and maximum number of the 
respondents' had at least a post-graduate degree. Most of the data were collected fix)m the persons 
who were highly educated and comparatively young in age. 
B. Profile of the responding firms 
(1) Maximum number of the sampled firms are private limited companies. Except partnership, all 
forms of ownership-pattern are represented in the sample. 
(2) Manufacturing sector covers the maximum number of the responding firms, v^ le an adequate 
number is in service sector. 
(3) The highest number in a responding firms has more than 2000 employees and the second highest 
more than or equal to 1000 employees. 
(4) Maximum of the firms are located in Dhaka In the sample firms, except two newly created divisions 
in Bangladesh, all the divisions have the representation. 
C. Strategies followed by the responding firms 
(1) Maximum number of the responding firms are following diversification strategy. The choice of 
diversification strategy by an overwiielming majority of Bangladeshi firms is in line with the patton 
observed elsewhere in developed as well as developing countries. 
(2) The large number of firms not reporting HR strategic changes is an indicator of the slow pace of 
reaction to change in the business environment. It also shows that firms exhibit organizational 
inertia in intemalising the changes that are necessarily imposed by a change of strategy which in 
most cases is that of diversification. Two kinds of HR strategic changes getting popularity among 
the responding firms are devleoping MIS and introducing / modernizing / making systematic 
performance appraisal system. The new but rare HR strategic change in Bangladesh is jMofit-
sharing scheme. 
D. Organization structure of the responding firms 
(1) Maximum number of the responding firms have 4 to 6 levels in nuinagerial hioarchy. But a handsome 
number of firms have fewer (3 to 4) levels of managerial hierarchy. 
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(2) The tendency, in the present context, is to decrease the horizontal levels in the oiganization structure. 
This trend has yet to catch-up in Bangladeshi firms. Over the last 5 years, maximum number of the 
responding firms did not change their managerial hierarchical levels; but a good number of firms 
have increased the levels of managerial hierarchies. 
(3) Only few sampled firms have created small independent units, such as SBUs or profit centers etc. 
(4) A good number of firms are expanding their organizationl size or fiinctional departments. This kind 
of change is in line with the diversification and expansion strategies followed by the Bangladeshi 
fimis. 
E. Position of the HR functions 
(1) Maximum number of the responding firms believe that their HR fiinctions are partly or fully 
represented at the top level. 
(2) Senior executives are more involved in the representation of the HR fiinctions at the top-level 
manj^ement committees. Senior executives of the firms, vAuch have no separate HR departments, 
are more involved in representing the HR fiinctions at the top-level management committees than 
those of the firms which have separate HR departments. 
(3) Less than half of the sampled firms consider that in their firms the positions of the HR fiinctions are 
on par with other fiinctional areas, such as production, marketing etc. 
(4) There is no relationship among the three variables of: (a) the position of HR fiinction in a company, 
(b) the representation of HR exhibits at tlie top-level management committee, and (c) the existence 
of separate HR department in the organization. 
(5) Maximum number of the responding firms have at least some consideration about HR issues and, 
at the same time, a good number of firms do not give any importance on HR strategy in deciding 
the business strategy. 
(6) HR functions are becoming specialised fiinctions which need professional help in order to be 
performed. Nearly one-fourth of the sample firms arc taking help fi^om external agency. 
F. The HR system 
(1) Bangladeshi firms are attempting greater transparency in dealing with the employees, but at the 
same time they are showing autocracy and conservatism in their HR systems. ' 
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(2) Most of the sample firms do not have any communication / information sharing policy. Those A\iio 
have this kind of policies, actually follow two categories of policies: (a) fomial way of communication 
/ infomiation sharing, and (b) infomial way of communication / infomiation sharing. Most of the 
responding firms are issuing circular / notices ^sometimes' regarding matters that affect the 
employees. In most of the responding firms the bulk of communication takes place in the verbal 
form. 
(3) For employee empowerment, among the respondents, some are taking organizational measures, 
viz. delegation of authority and decentralization of power, some are taking interactional measures, 
viz. consultation and discussion with employees, while others are taking developmental measures, 
viz. training, promotion, and/or OD. 
(4) The level of mid-level managers' representation in the decision making is 'normaF in most of the 
sample firms. 
(5) The extent of control exercised by the headquarters on the local-level unit is 'normaF in maximum 
of the sample firms' cases. Most of the sample firms' extent of control did not change over the last 
5 years, but the rest of the sample firms' extent of control had changed with a tendency towards 
increased extent of control. 
G. Policies and processes of SHRM 
(1) Recruitment and Selection: Over the last 5 years, three categories of change in the Fecruitment 
and selection policies took place: (a) Open advertisement, (b) Centralization of recruitment and 
selection, and (c) Selection of competent personnel. Three major kinds of strategic changes have 
caused the policies changes: (a) To meet competition, (b) To make the organization profitable, and 
(c) To make the selection process systematic and reduce the cost of recruitment and selection. 
Two major changes took place in the recruitment and selection processes: (a) Making recruitment 
and selection processes systematic, and (b) Academicians involvement in the recruitmient and 
selection processes. 
(2) Training and Development: Most of the sample firms did not bring any changes in the trianing 
and development policies. The rest of the firms had brought two kinds of changes: (a) Starting 
training programs, and (b) Setting up training institutes. Two categories of strategic c h a n ^ caused 
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the above changes: (a) to improve the product standard, and (b) to make the personnel competent. 
In the processes of training and development two major categories of changes took place; (a) in-
company training have increased, and (b) company executives as well as external experts are 
directly involved in the training programs. 
(3) Performance Appraisal: Most of the sample firms did not bring any change in their performance 
appraisal policies. The few firms who brought some changes in their policies can be grouped into 
three categories: (a) Systematic performance appraisal system introduced, (b) Greater openness 
in performance appraisal system, and (c) Clear objective/s of performance e^praisal. The strategic 
change that caused the firms to bring the above changes is making personnel more performance-
oriented. In the processes of performance appraisal three categories of changes took place: (a) 
Moving toward using printed 'form', (b) Moving toward more methodical process, and (c) 
Introduction of 360° feedback. 
(4) In the policies of compensation, three categories of change took place: (a) Revising pay structure, 
(b) Establishing relationship between performance and pay, and (c) Establishing profit-sharing 
scheme. The changes are in response to the following strategic changes: (a) To give a feeling of 
ownership, and (b) To increase productivity. 
(5) In the area of career planning and development policies and processes only few sample firms 
brought changes. These changes can be grouped into four categories: (a) Higher pay, (b) Better 
posting, (c) Promotion or double promotion, and (d) Providing development opportunities. 
FUTURE DIRECTIONS OF RESEARCH 
The thesis culminates in identifying certain directions for fiature research in the area of 
SHRM.These directions can be encapsulated as below: 
Potential areas for ftiture research on SHRM such as (i) more representative sample can be 
there, (ii) extensive coverage with a varied sample of industries, (iii) sector-specific studies, (iv) industiy-
specific studies, (v) replication of research study in other countries, (vi) intensive coverage with in-
depth investigation, (vii) case-based studies etc. 
Some propositions are developed fi-om this exploratory research wiiich will also show the 
direction of fiiture research for the researchers, such as (i) business firms are developing/changing 
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MIS and performance appraisal system, (ii) HR functions are properly represented at the top level 
and the senior executives are more involved in this representation in the business firms, (iii) business 
fmns have at least some considerations about HR issues, (iv) business firms are using fewer (managerial 
hierarchical) levels in the organization structure and there is a tendency not to change these levels etc. 
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The field of Human Resource Management (HRM) as a discipline is relatively recent. It has 
developed through an evolutionary process. Different civilizations andphilosophies contributed to the 
development of HRM. During the industrial revolution era, the evolution of personnel management 
started. At the end of this evolutionary process, w^ hen personnel management got its complete shape, 
organizational planning, manpower planning, manpower selection and other allied issues regarding the 
management of personnel and high talent manpower assumed significance in the organization. High 
talent personnel emerged as the key human resource. The emphasis then shifted to 'management of 
human resources'. 
The concept of HRM emerged initially from the work done in the U. S. A. in the 1960s and 
1970s. Since then the concept gained impetus around the world. IntheU.S.A. where the concept of 
HRM originated, there isawide-spreadbeliefthatHRM is thedependentvariableandbusiness strategy 
is an independent variable in their relationship. From the assumption that HRM is derived fi-om the 
interplay of corporate and business strategy led to the emergence of strategic HRM (SHRM). After 
the emergence of SHRM different perspectives to SHRM and models of SHRM have been developing 
gradually. 
This thesis is a modestattempt in highlighting the latest developments intheareaof SHRM in 
Bangladeshi business firms. The contribution of manufacturing and service sectors to the GDP is 
increasinggraduallyinBangladesh.Inl949-50thecontributionofthemanufacturii^sectortotheGDP 
vfas only about 3%. In 1997-98 the contribution of industrial and service sectors to the GDP were 19.4 
and 48.9 respectively. Export has grovm at a rate of 17.4% over the last 6 years. In 1996-97 total 
civilianlaborforce was 7.7crore;amongthese, industrial andotherlabor(except agricultural labor) 
constitute more than a third of the total labor strength. 
The thesis is divided into six chapters. Chapter one (Stages of Development of Strategic 
Human Resource Management) presents the contribution of different philosophies to HRM, the 
evolution of personnel management (PM), the emergence of HRM, and finally, the emergence of 
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SHRM. Chapter two (Strategic Human Resource Management) explains the conceptual preview of 
SHRM, different perspectives to SHRM, models of SHRM, elements of SHRM and finally, the 
approachestointegrationamongthedifFerentelements. These firsttwochaptersprovidebasison which 
the model of research is designed. 
Chapter three (Research Design) presents the review of available literature and finding a 
researchgap.Thentheobjectives, scope, synoptic view,methodology and limitationsofthestudyare 
given. 
C%7/er/oMr(AnalysisandInterpretationofFindings)presentstheprofileofrespondentsand 
the profile of the responding firms, the strategy, structure, HR system, and SHRM policies and 
processes of the responding firms. This is followed by Chapter five (Summary and Conclusions) v^ch 
presents section-wise summary and conclusions of the findings that were analyzed and interpreted in 
the fourth chapter. 
The final chapter i.e. ^ t Sixth chapter proposes the direction for future research. Besides the 
potential areas of SHRM research a set of propositions are also suggested for future researchers. 
Beside the questionnaire / interview schedule, which is given in Appendix-I, a bird eye's view 
of the various significant aspects ofBangladeshi economy and industry is presented inAppendix-II, and 
a macro-level situation in Bangladesh with regard to human resource development is presented in 
Appendix-Ill. These two appendices are provided in order to give the reader an idea of the context 
in which the research work has been undertaken. Finally, the bibliography providing more than 350 
refer, ences is given that could be a rich potential source for future researchers. 
The findingsofthestudymaygiveadirectionto the industry associations and individual firms 
about the latest developments in the area of SHRM and act accordingly. For academicians, the study 
will be useful forcriticalappraisalofthe latest developments in theareaofSHRManditwillalso prove 
helpful inprovidingadirectionforfliture research. 
October 18,1999 [Faruq Ahmed] 
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CHAPTER ONE 
STAGES OF DEVELOPMENT OF STRATEGIC 
HUMAN RESOURCE MANAGEMENT 
1.1 Contribution of Different Philosophies to HRM 
1.2 Evolution of PM 
1.3 Emergence of HRM 
2 
1.1 CONTRIBUTION OF DIFFERENT PHILOSOPHIES TO H R M 
The word MANAGEMENT has three syllables -MANAGE MEN & T; if T is used 
for tactful, then etymologically management means 'managing men tactfully' [Putti 1985:1]. 
Management does not merely mean managing men. American writers Terry & Franklin 
[ 1996:4] mentioned about 6Ms of management, viz. men and women, material, machine, 
money, market and method. But among these, men and women — the only living being -
-do the effective co-ordination and utilization of these human and non-human resources. 
Rensis Likert rightly observed "All the activites of any enterprise are initiated and determined 
by the persons who make up that institution; plants, offices, computers, automated equipment, 
and all else that make a modern firm are unproductive except for human effort and direction 
of all the tasks of management, managing the human component is the central and most 
important task, because all else depends on how well it is done" [Likert 1967:1 ]. Jucius calls 
these resources'human factors'... [Jucius 1973: 37-38]. 
Although the field of Human Resource Management as a discipline is relatively recent, 
the precepts upon which its current concepts are based had their origins deep in history. The 
ancient (Paleolithic men), with their stones axes, adzes and other flint tools, may not have 
appreciated the principle of'transfer of skill from the human to the machine', but they were 
nevertheless applying the principle, and this separated them from large number of other 
human beings [Megginson 1977:76]. After that different civilization philosophies came into 
being and these contributed a lot toward the development of personnel management. The 
contributions of some of these civilization philosophies are cited below: 
1.1.1 The Egyption Civilization Philosophy (5000-526 B.C.) 
One of the best known accomplishments of the Egyptians is the construction of the 
pyramids. They developed a well-defined hierarchy with the job descriptions and duties of 
the managers spelled out. They employed time-saving techniques, such as weight arms, for 
moving the blocks from one level of the pyramid to the next, showing a basic understanding 
of the time and motion study [Malhotra e^  a/. 1996a: 19]. 
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1.1.2 The Babylonian Civilization Philosophy 
A leader of the Babylonian kingdom, Hammurabi (2123-2081 B.C.), prepared the 
first great code of law and gave encouragement to learning. As early as 1750 B.C., the code 
of Hammurabi attempted to encourage safety by providing for punishment of individuals who 
violated safety provisions in constructing building. There are "early illustrations showing 
workers engaged in the grinding of vermillion (which produces a dangerous dust) wearing 
a primitive type of breathing apparatus" [Malhotra et al. 1996b: 4]. 
1.1.3 The Chinese Civilization Philosophy (Approx. 2000 B.C.) 
In ancient China, useful principles of personnel management were well-known, (i) L.S. 
Hsu has highlighted the ancient/ Chinese parables containing practical suggestions to select 
honest, capable and unselfish public officers, (ii) Confucius was well-known in China for his 
useful principles, (iii)" Tao Te Ching", the well-known book of wisdom in China written by 
Lao Tzo in the fifth century B.C. explains how (Tao) things work (Te). This book (Ching) 
deals with the role of a good leader in managing people. Tao is the principle or law of how 
all things or events happen. A leader who does not know Tao (i.e. how things happen) is 
bound to be a confusing personality. Hence, the leader's integrity is based on the knowledge 
of ho w things work [Michael 1995:22-23]. 
1.1.4 Ancient Indian Philosophy 
(i) Valmiki, in his Ramayana [Sunderkand Sarge 64, Slokas 16 & 17], observed that 
people who carried out difficult and important task must be given due respect, and no 
compulsion was required for such people to perform well. It was implied that good 
performers were required to have freedom of action and recognition, (ii) Thiruvalluvar, a 
Tamil scholar who lived about 2000 years ago, emphasized the need for careful selection of 
employees, (iii) Brihaspati had disapproved, in selection and recruitment of employees, the 
appointment of hostile (vive/sino), indolent (alasa), timid (bhiravh), avaricious (lubha), 
too old (ati-bridha) or too young, (iv). In the varnashrams which existed in ancient India 
during the vedic and puranic periods, some sort of division of labor existed [Michael 1995: 
23-24]. (v) Kautilya had observed that there existed a sound base for systematic personnel 
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management as early as the fourth century B.C. His contribution is given in exhibit 1.1 
[Sharmal977:51. 
Exhibit I.I : Kautilya's contribution to personnel management 
Modern PM concepts Kautilya's contribution 
Job description Very elaborate job-description of superintendents are laid down in 
terms of their responsibilities. 
Job-qualifications (i) For high officials the qualifications in terms of family background 
and personality traits are laid down very precisely, (ii) For the lower 
officers a decreasing degree of qualifications is considered to be 
sufficient. 
Selection procedure (i) Reference, (ii) on the job tests, (iii) spy information, and (iv) 
discussion by various steps envisaged in the selection procedure for 
high officials. 
Executive development (i) An elaborate training program for the king is laid down, (ii) For lower 
officers the need of training has been emphasized. 
Incentive system (carrot Monetary incentives and punishments in the form of penalties 
& stick approach) for controlling the performance and conduct ofemployees and citizens. 
Performance evaluation Regular supervisions and espionage are the two methods of performance 
and conduct evaluation. 
Source : Sharma, M.K. [July 1977: 5] Kautilya and Management, In/nrfia«Ma/iageme«<, All India 
Management Association, New Delhi. 
1.1.5 The Hebrew Philosophy (1491 B.C.) 
The task of leading the Hebrews out of Egyptian bondage was a significant organizational 
achievement. Moses delegated authority by selecting and training leaders who were 
responsible for a number of subordinates. In Old Testament, Jethro advised his son-in-law 
Moses "And let them judge the people at all seasons; and it shall be that every great matter 
they shall bring to thee, but every small matter they shall judge; so shall it be easier for thyself, 
and they shall bear the burden with thee." Moses did all that he said, and the hard cases they 
brought to Moses. They follows the widely accepted "exception principle," Moses was also 
sensitive to the needs of his followers. He listened to the complaints and problems of his 
people before acting; a participative approach [Malhotra et al. 1996a: 19-20]. 
1.1.6 The Roman Philosophy (250 B.C. - 300 A.D.) 
The Romans, in their organization structure, not only made use of job descriptions and 
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the scalar chain of command, but faced and solved reorganizational problems caused by 
excessive bureaucracy, problems that currently confront many modern organizations 
[Malhotra e/a/. 1996a: 20]. 
1.1.7 The Biblical Philosophy 
(i) Boaz(1312 B.C.), inthe Bible,was gracious, benevolent, honest and sympathetic 
to his workers, and the workers reciprocated with sincere hard work, loyalty, affection and 
godly blessing, (ii) Solomon, the wisest employer this world has even been, considered his 
people as God-given gift as early as 1014 B.C. (iii) The Bible asks the employers to be 
benevolent and to give justice and equality to the workers. "Masters give unto your workers 
that which is just and equal, knowing that ye also have a master in heaven" [Col. 4:1]. (iv) 
As far as a steward - manager is concerned, he must be able to manage his people without 
coercive measures or threats, to the maximum extent possible. Paul's observation (2000 
years ago) is very relevant, "And ye masters, do the same things unto them forebearing 
threating; knowing that your Master also in heaven; neither is there partiality of persons with 
him" [Eph 6:9]. (v) If your worker is deprived of a portion of his legitimate wage, it is an 
offence equivalent to robbery. "Thou shall not defraud, neither rob him, the wages of him that 
is hired shall not abide with thee all night until the next morning" [Lev. 18:13]. 
1.1.8 Roman Catholic Church Philosophy (92 A.D. onward) 
The Catholic Church is one of the most effective organizations in the history of western 
civilization. Its longevity is due in no small measure to its effective administrative practices. 
For example, over a thousand years ago the Church developed job descriptions for its 
clergy. By the Middle ages it was already making use of the "staff principle", in which 
superiors had to seek the advice of their subordinates before making any major decisions, 
and the principle of "staff independence", in which a prelate's key advisors were not chosen 
by or removable by that individual thereby avoiding the "yes man" pitfall [Malhotra et al. 
1996a: 20]. 
1.1.9 Islamic philosophy 
Allah created the human being by assigning some specific responsibilities [Al-Hadith, 
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Bukhari & Muslim]. That day mankind will issue forth in scattered groups to be shown their 
deeds. And whoso doth good an atom's weight will see it then, And whoso doth ill an atom's 
weight will see it then. [99: 6-8]. That is, one will get the remuneration according to one's 
amount of labor invested. By this way Islam considers 'labor' from a broader meaning of both 
materialistic and ethical dimensions. 
In Fiqah the word Ajir is used in denoting the labor or employee. And here those who 
sell labor in exchange of wage, are considered as labors or employees. That means that, 
head of the state, minister, secretary, justice, doctor, engineer, teacher all are labors or 
employees. According to Fiqah, the concept of labor can be analysed into two groups: (i) 
Azir-al-mustarak and (ii) Azir-al-has. 
Azir-al-mustarak includes those labors or workers who are daily labor, or get wages 
by producing certain product(s), e.g. tailor, cobbler etc. Apart from this, the person who is 
engaged in partnership deed [that means 'mudaraba' (labor-capitalist partnership), 'muzharaat 
and 'mushakat (labor, land and tree partnership etc.)] and considered as a partner for his 
labor, is also an azir-al-mustarak. 
Azir-al-has is that kind of labor or worker who works for a person or organization. 
Payment of these workers are made in labor-hour, daily, weekly or monthly basis. The 
traditional western concept considers labor only this type of workers. 
Dignity of labor / worker in Islam 
In Islam human being is considered as 'the best creation' - Ashraful Makhlukaqat. 
Islam, while insisting upon the inherent equality of mankind, recognises ranks of superiority 
on the basis of personal accomplishments. In the code of the Quran, Taqwa or righteousness 
is the best criterion of status, and Muttaqoon or the Righteous represent the higher class in 
Islamic culture and possess three features: (i) belief in the Revealed Truth, (ii) association 
with the Supreme being, and (iii) beneficience for mankind [3:2, 32:39] Prophet [peace be 
upon him] says, "At the eyes of Islam no person or nation is above the huminity,... all are 
equal,... difference could be only on the basis of righteousness and beneficence for 
mankind. If the reality is that, why do you consider your subordinates as inferior?" These 
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are not only told, but also practiced ~ the Prophet(S) grazed goats, Moses (A) sold his labor 
in exchange of specific remuneration to Shueyb (A), David (A) was a blacksmith, Adam (A) 
was a peasent, Noah (A) was a carpenter, Idris (A) was a tailor. After Rasulallah (S), Omar 
(R) — when he was the Caliph of Islam ~ had brought food for the hungry people putting 
those bundles of foods on his own shoulders. 
Characteristics of Islamic personnel-policy [Rahman 1993:40] 
* The policy is formulated on the light of the Quran and the Hadith. 
* Every task is performed on the basis of just and legal way. It is never submissive to any 
undue influence, pressure and fear. 
* Owner-labor are brothers, and no class discrimination exists. 
* Labor exploitation is illegal. 
* No worker can be employed in 'sin' work. 
* Labor is not considered as exchangeable product, but as 'the best creation'. 
* Difference in pay-scale is minimum. 
* Wage is fixed on the basis of consent ~ which is established between employer and 
employee. 
* If there is any additional family member and the worker needs additional money for that, 
he will be given from a separate business-fund. 
* Within the policy framework, labors will not get any right of strike it is considered as the 
final weapon against injustice. 
Islam is a complete code of life [3:19]. Many things are told (in the Quran, the 
Hadith, and the Faqah) about (what is called today the) personnel policy. Few of these are 
cited in exhibit 1.2. 
Exhibit 1.2 : Islamic contribution to personnel management 
Modern PM concepts Islamic contribution 
Job-qualifications 
Nature of work 
Overtime work 
Promotion (on the basis 
of merit) 
Education, training and 
development 
Pay contract 
Payment of pay 
Pay includes 
Participative-decision 
making 
Labor-management 
relations 
Responsibility of labor 
For employment hints of two things are got from the Quran — strength - ability and 
reliability [Surah Qiiaasas]. 
No one should be charged beyond his capacity [2:233]. 
In that amount of works workers should be engaged, that could be easily and 
properly done and that is within their ability and strength [Hadilh from Muslim]. 
One can not forcibly engage a labor in such a job that he would be disabled for 
this job's arduousness [Hadilh from Tirmizi]. 
If you assign on them the responsibility of doing more works, then help them by 
giving additional wages in that ratio [Hadilh]. 
Give not unto the foolish (what is in) your (keeping of their) 
wealth, which Allah hath given you to maintain; but feed and clothe them from 
it and speak kindly unto them [4:5]. 
The first sentence of Ihe holy Quran which emphasises 
education is: 
Read: In the name of the Lord Who createth [96:1]. 
Emphasizing the need of earning knowledge, the Quran says: 
Say (Unto them, O Muhammad): Are those who know equal with those who know 
not? [39: 9]. 
For continuous thrust for knowledge it is said: 
Earn knowledge from swinging to death {Hadilh). 
Do not employ a worker without determining his wage {Hadilh). 
Pay the worker before his sweat dries up {Hadilh). 
(i) Part of production: Pay the labor partly from the product he produced. 
(ii) Profit: While distributing profit, pay partly from it as bonus. 
(iii) Share of business: Except bonus (or in lieu of bonus) give one or more share 
of the business to the workers. 
(iv) Interest-free loan: It is necessary to provide financial help (interest-free 
loan) during their adversities from the business-fund [73:20]. 
(v) Other benefits: Labor and his family members should be given accommodation, 
medical, education and training, non-sin recreational and other facilities [Rahim 
1977:124]. 
Consult with others before deciding {Hadilh). 
Responsibilities of owners and management-level-employees 
are that they would maintain a cordial relationship with their subordinate 
workers; during meeting and seating brotherly behavior should be shown; in case 
of death, illness and other important events and functions friendly behavior 
should be shown through attending thyself {Hadilh). 
Exhibit good behavior with the subordinates and do not give them any pain. Do 
you not know that like you they have also a heart; they will be sorry if you give 
them pain and they will be happy if you give them pleasure. What happened to 
you that you do not show sincerity to them {Hadilh). 
Allah likes that the worker when performs his duty performs in a better way 
{Hadilh). 
And Allah knoweth that which ye keep hidden and that which ye proclaim 
[16:19]. 
... and ye will indeed be asked of what ye used to do [16:93]. 
As centuries passed, organizations were striving to learn the processes of managing 
people, ideas moved slowly and life moved foreward, with a few stalwart thinkers patiently 
trying to balance old ideas and ways against the new. Ideas concerning man as a human being 
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took root only to be uprooted. Pioneers who had thought about the world, its physical nature 
and being, were scoffed at, but although people died for their ideas; their words spread like 
civilizations spread, but each trial was followed by some advances. The seeds of their 
learning fell upon new ground. 
1.2 EVOLUTION OF P M 
The word 'personnel' began to appear in its modern connotation around 1909. The 
term appeared as a major item in the index of the U.S. Civil Service Commission report of 
that year, and in 1910 the U.S. Secretary of Commerce 8c Labor used the term in a major 
heading in his annual report [Riper 1958: 197]. Henry Metcalf established a'Bureau of 
Personnel Administration' in 1920 and the first comprehensive textbook in the field, 
"Personnel Administration" by Tead «& Metcalf appeared [Spates 1960: 7]. Organized 
personnel work in the industry appears to have emerged about 1900. The first employment 
department (which was only a hiring bureau) appeared at that time. As early as 1902 a 
national company had a fairly broadly conceived "labor department" [Malhotra et al. 1996b: 
5]. But during the entire period from the fall of the Roman Empire until the Industrial 
Revolution, little change can be noted in manufacturing process. There were large amounts 
of capital invested in industry as well as commerce long before the 18th century. Even mass 
production was not unknown in some fields before Industrial Revolution in England, but life 
was essentially primitive [Malhotra e/A/. 1996a: 34]. The later half of the 18th century was 
a period of violent change — the Industrial Revolution began. 
1.2.1 Industrial Revolution Era: 
The Industrial Revolution appeared almost simultaneously with the intellectual, scientific 
and political revolutions of the 17th and 18th centuries. It consisted essentially of the 
development of machinery, the linking of power to machines, and the consequent establishment 
of factories in which a large number of people were employed ~ all resulting in a tremendous 
increase in the productive power of people [French 1974:14]. The decline of the cottage 
system was largely due to the ability of factory owners to pay a family higher wages than 
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could be earjied in home manufacture, primarily because of the speed of machines and the 
efficiencies gained through a further subdivision of labor [Ure 1835]. 
1.2.1.1 Status of labor prior to the industrial revolution: There were several distinct 
types of human relationships involving the employer and his subordinates during the period 
before the 18th century [Mesginson 1967:4]. This relationships are colloquially designated 
as follows: 
i) Slavery: During the early history of mankind, slaves were an integral part of the economy 
and even of family life [The word family, which is derivedfrom the word famulus, was first 
used to designate slaves, not children [Taylor, E.B. 1904:424]. The services performed by 
the slaves ranged from various manual tasks to specialized agricultural, military and clerical 
responsibilities. Eventually the masters began to lend their slave labor to other people at a 
profit, and the slaves became a form of capital [Meginson 1967:5]. Thus arose the concept 
of service, which is derived from the word 'servus' a slave [Taylor 1904:425]. 
ii) Serfdom: The serfs, who constitued the lowest order of workers, were neither slaves 
or hired laborers. Economically, the serf was inextrically bound to the land, but he had 
certain privileges which generally corresponded with his responsibilities. This arrangement 
gave him a status superior to that offered the slave in most societies [There were exceptions. 
For example, the slaves in Rome had rights and privileges which were enforceable in the 
courts of law]. 
Hi) The Guild system: The development of crude manufacturing brought the laborers to 
cities and led to the guild system. Within the guild itself there were clear-cut differences 
between the master craftsman, the journeyman, and the apprentice. The master was the 
owner of the shop and employed the travelling journeyman to work for him. The apprentice 
was a young learner who usually worked for his board, lodging, and a small allowance. 
During the initial stages of the system, all three classes of workers were a closely knit social 
group, because they had to work closely together. This was the beginning of personnel 
administration as it involved selecting, training, and developing the workers. Wage and 
salary administration and even collective bargaining over wages and working conditions 
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were in evidence under this system [Megginson 1967; 5-6]. 
1.2.1.2 Conditions in the factory: After the industrial revolution, the factory-system came 
into being; and (i) it was necessary to start and stop work at the same time and (ii) to establish 
rigorous working rules applicable to large numbers of people, (iii) an extensive hierarchy of 
officials appeared, including the owner, managers, superintendents and formen, (iv) the 
social distance between factory hand and owner was now far greater than was the case 
during 'guild system', (v) most employees in the factories worked long hours at low pay under 
conditions of extremes in temperature, dust, noise and other discomforts (as shown in exhibit 
1.3). Practices were frequently exploitative by today's standards [Megginson 1967:15]. 
Owners and entrepreneurs often did well, but the labor was usually considered a commodity 
to be bought and sold and the prevailing political philosophy oVLaissezfaire' resulted in 
little action by governments to protect the lot of the workers [French 1974: 19]. The new 
industrial era brought about materialism, discipline, monotony, boredom, job displacement, 
impersonality, work-interdependence, and related behavioral phenomena for the labors 
[PerlineeM/. 1969:340-64]. 
Exhibit 1.3: Wage rates in the coton factories, circa 1835 
Country Hours worked Average wages 
Per week Shillings Pence ^ 
England 
United States 
France 
Prussia 
Switzerland 
The Tyrol 
Saxony 
Bonn in Prussia 
•Factory Commission Report, Part 1, D. 2, p. 44. 
Source : Andrew Ure [1835: 373] The Philosophy of Manufacturers, (2nd ed.), London: Charles 
Knight. 
[iv] Child labor in the factories was common in the 1800s in both U.S. and the British Isles. 
In 1829 boys of age 7 and upward were reported employed in suburban Philadelphia 
69 
78 
72-84 
72-90 
78-84 
72-80 
72 
94 
11 
10 
5 
~ 
4 
4 
3 
2 
0 
0 
8 
~ 
5 
0 
6 
6* 
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factories from dawn to 8 p.m. [Stone 1921: 300; Commons 1926: 182). 
1.2.2 Trade Unionism Era: 
It was inevitable that associations of wage earners would arise to protect themselves 
against some of the abuses of the Industrial Revolution and to improve their lot in life. Trade 
or labor unions spread from factory to factory, and shop to shop [French 1974:20]. Strike 
were one consequence. The first recorded strike in the American history of artisans 
occurred in 1786 and was called by the Philadelphia Journeymen Printers because of a wage 
cut. [Earlier collective activity among American workers had been reported. For example, 
in 1636 a group of fishermen in Maine protested against their wages being held] [Cohen 
1960:70]. 
The English parliament passed a series of laws in 1799 & 1800, known as the 
'Combination Laws', that declared trade unions to be illegal. In 1842, however, in the 
Commonwealth Vs. Hunt case, the Massachusetts Supreme Court ruled that labor 
combinations were not criminal per se and that labor organizations could have honorable as 
well as destructive objectives. Combinations must have a criminal or unlawful aspect to be 
illegal, the court held [Cohen 1960:449]. 
After the Commonwealth Vs. Hunt decision, the right to organize and bargain 
collectively was gradually established, although it would be almost one hundred years before 
legislation would affirm the right of workers to organize and bargain coUectivley. During this 
period, a number of national unions in U.S. emerged of which a few were forerunners of 
some of today's large and powerful unions [French 1974:20]. A number of Acts of the U.S. 
brought the union-management relations, individual employee's right and unions' rights and 
power in it's present position, viz. Clayton Act (1914), the Wagner Act (1935), the Taft-
Harkley Act (1947), the Social Security Act (1935), Fair Labor Standards Act (1938) etc. 
1.2.3. Social Reformer Era: 
About 1799, Robert Owen, a successful entrepreneur and manager, established a 
partnership in the cotton-weaving mill at New Lanark, Scotland. He fervently preached the 
gospel that people were creatures of their environment and that their behavior was a function 
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of their treatment. Employers and communities, he believed, should invest much more in the 
development of human talents and should eliminate practices that led to poor health and 
stultified abilities [French 1974:17]. 
In many public lectures and writings over several decades, he consistently attacked 
what he believed to be erroneous assumptions about human nature. For example: 
"In like manner, human nature, the most valuable and ductile material ever given man to mould 
according to his own notions and fancies, has been supported to be an inferior compound, 
containing some base alloy; an alloy which renders it incapable of being worked up into even 
some inferior article without those violent and coercive measures which have been prevalent 
throughout all post ages, a convincing proof that human nature has never yet been understood. 
Thus has this most precious material been always mistaken and most ignorantly misused" 
[Owen 1937: 12-13]. 
In particular, he attacked practices in the employment of children, such as'6 a.m. to 
8 p.m. working days and not-infrequent beatings, which he saw leading to unfortunate 
consequences in adult-hood, including vacuous mind and alcoholism [Owen circa 1815:258; 
Cole 1925: 112-128]. 
Owen's concern for employees and attempts to relieve human misery resulted in his 
promotion of shorter working hours, safer working conditions, and better housing for the 
parish apprentices in his employ. He also made efforts to reform the village of New Lanark, 
including the rebuilding the houses, improving sanitation, and cleaning the village streets at 
company expense. On one occasion, during a four-month American embargo on cotton 
importation with the mills shut down, Owen prevailed on his partners to pay full wages to the 
New Lanark employees until the embargo ended. Although it is clear that he was responsible 
for many improvements in managing people, it also appears that to some extent, he was 
building on the humanitarian practices of the previous proprietor [Podmore 1907:80-101]. 
Along with humanitarian reforms in the factory, Owen instituted a procedure of visible 
ratings of the production of each employees as a check on 'inferior conduct'. A block of 
wood, with four different sides painted white, yellow, blue and black was mounted on each 
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machine and the appropriate color turned to the aisle to reflect the previous day's production 
of each employee. Owen reported this practice as highly successful, but some other 
practices as not. For example, the promise of a special holiday in summer was not adequate 
inducement to all employees to come to work on New Year's Day and to give up the day's 
libations [Podmore 1907: 90-91 ]. 
Owen believed that his innovations and reforms had both broad societal benefits and 
directconsequencesto the profitability of his mills. About 1813, in his'Address to the 
superintendents of Manufactories', he stated: 
"The time and money so spent, even while such improvements are in progress only, and but half 
their beneficial results attained, are now producing a return exceeding 50 percent..." [Cole 1925: 
105; Urwick 1956:5-9]. 
1.2.4 Scientific Management Era: 
Another development of far-reaching significance to personnel management is the 
scientific management movement. The most famous name associated with this movement is 
that of F.W.Taylor. 
"Taylor was influenced by Capt. Henry Metcalf, who had developed a simplified cost accounting 
system at the Frankford Arsenal around 1881 [BusinessWeek, Dec. 25, 1965: 74]. It should be 
noted that some of the principles of scientific management were anticipated a century earlier 
by James Watt, Jr., and Matthew Boulton, Jr., in their management of the Soho Engineering 
Foundry near Birmingham, England" [Urwick 1956:1-5]. 
Taylor started his experiments in the steel industry in the Midvale and Bethlehem plants in 
1885. Around 1878, Taylor had developed what he called "the four great underlying 
principles of management": (1) the development of a true science, (2) the scientific selection 
of the workman, (3) his (the worker's) scientific education and development, and (4) 
intimate friendly co-operation between the management and the man [Taylor 1913:21-27]. 
Taylor's opinions about group effort were quite negative. He believed that "when men 
work in gangs, their individual efficiency falls almost invariably down to, or below, the level 
of the worst man in the gang [Taylor 1913: 72,73]. But his efforts were strongly resistly by 
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organized labor, and even the Congress (of the U.S.) prohibited the use of scientific 
management principles in the Western Arsenal. 
Among the contemporaries of Taylor who extended his concepts were the Gilbreths 
and Henry Gantt. Frank Gilbreth formulated laws of efficient motion [Gilbreth 1911 ]. Lillian 
Gilbreth is credited with one of the early books relating to the principles of scientific 
management to the field of psychology [Gilbreth 1914]. Gantt's one of the innovations was 
a task and bonus wage system ~ that removed the penalties under Taylor's wage system 
[Business Week 1964: 18-19]. 
"Incentive plans were not new to the scientific management movement, although it gave 
considerable impetus to their use. In 1832, Babbage was recommending profit-sharing, and 
reported various profit-sharing systems in use in Cornish mines and one English whaling and 
fishing ships" [Babbage 1935: 18]. 
Another innovation by Gantt was the 'Gantt chart', which proved highly useful as a 
scheduling aid [Business Week 1964: 18]. 
In general, the scientific management movement emphasized the importance of 
management planning down to the smallest details in the operatios of the factory [French 
1974:25-26]. 
1.2.5 Era of Industrial Psychology: 
Early industrial psychology seemed to focus on improvements in selling techniques, but 
researchers in industrial psychology were also interested in a more effective matching of 
workers' abilities with job [Gilmer 1961: 18-19]. In 1913 Hugo Munsterberg's book, 
Psychology and industrial Efficiency, described experiments in selecting streetcar 
motormen, ship's officers, and telephone switchboard operators. Munsterberg's contributions 
to industrial management were particularly notable with respect to the analysis of jobs in 
terms of their mental and emotional requirements and in terms of the development of testing 
devices. 
In commenting on the problem of monotomy, Munsterberg stressed the importance of 
the individual worker's needs and motivaions: 
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"No one ought to underestimate the importance of higher motives, intellectual, aesthetic and 
moral motives, in their bearings on the psychological impulses of the laborer. If these higher 
demands are satisfied, the whole system gains a new tonus and if they are disappointed, the 
irritation of the mental machinery may do more harm than any break in the physical machine at 
which the man is working" [Gilmer 1961: 190]. 
Both Munsterberg and Taylor were concerned with the selection of employees, with 
the individual worker's feelings and asperations, and to a certain extent with the effects of 
social structure on productivity, although they reach somewhat different conclusions about 
the latter. 
Test known as 'Test 1 -A', a forerunner of present mental-alertness tests was developed 
by 1917. By this time, Munsterberg and Woods had also evolved the concept of statistical 
validity in the use of tests [Gilmer 1961:21 -22]. During the pre-Wrold War I period, there 
were developments in checking references, in the use of rating shuts for interviewers. The 
Army Alpha and the Army Beta intelligence tests were developed. In addition to intelligence 
tests, other kinds of tests evolved rapidly after World War I, such as tests of aptitude, trade, 
interest and personality. 
1.2.6 Era of the Human Relations Movement: 
In 1923, in collaboration with the National Research Council and the Massachusetts 
Institute of Technology, the Western Electric Company started experiments at its Hawthorne 
Works, in Chicago in an attempt to find out what the effects of illumination were on workers 
and their output. Prof. Mayo and his peers at the Harvard Business School subsequently 
became identified with the project and conducted research continuing into the early 1930s 
[As early as 1924, Mayo was presenting papers urging concern for a "psychology of the total 
situation", which he believed "basic to a psychology of management" [Mayo 1924:249-
259]. 
Inquiry and experimentation by the social scientists led to the coclusion that productivity 
was a function of the extent to which the group became a team and co-operated wholeheartedly 
and spontaneously. This cooperation and enthusiasm seemed to be related to the interest of 
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the supervisor and experimenters in the work group, the lack of coercion, and the 
participation permitted the workers in changes that would affect them [For detailed reports 
of these experiments, see Roethlisberger & Dickson 1939; Whitehead 1938; Pennock 
1930; Johnson 1975]. 
The use of nondirective interviewing as an important tool in personnel management was 
an out growth of the Hawthorne experiments. The researchers discovered that surface 
complaints and grievances were rarely the real problems. Although the scientific management 
movement and early industrial psychology emphasized the proper design of tasks, selection 
and training of employees, and individual incentives, the human relations movement was 
mainly concerned with the information, spontaneous behavior of work groups and the 
sentiments, interactions, and attitudes of employees. The scientific management movement 
was mainly concerned with the organisation as a techno-economic system while the human 
relations movement viewed the organization as asocial system [French 1974:30-31]. 
1.2.7 Era of the Behavioral Sciences: 
The behavioral sciences are essentially the social and biological sciences pertaining to 
the study of human behavior. The term was coined about 1949 and grew out of a meeting 
of scientists who were considering "whether a sufficient body of facts exists to justify 
devleoping an empirically tenable general theory of behavior" [Miller 1955:513]. 
Recent contributions from the behavioral sciences to the study of personnel management 
have come mainly from industrial psychology, social psychology, organizational psychology 
and sociology, and a great deal of relevant research cuts across these disciplines. 
The behavioral science approach, as it relates to the study of management, it 
essentially an outgrowth of the human relations studies of the previous decades, but it 
includes a wider disciplinary base and is concerned with much wider range of problems. For 
example, contemporary behavioral scientists are concerned with the impact of different 
methods of pay on individual performance, with the effects of different styles in leadership 
and of different philosophies on total organizational performance, with job design and 
redesign and its relationship to human satisfaction and development, with the impact of 
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different appraisal systems, and with the dynamics of different organization improvement 
strategies. Much of the research makes use of the data obtained from employees and 
managers in living organizations rather than data obtained in controlled experiments separated 
from an organizational context, although there have been some experimental studies of 
considerable significance to personnel management [French 1974:32-33]. 
1.2.8 Personnel Specialist and Welfare Era: 
With the introduction of the factory system, thousands of persons began to be 
employed under one roof, and had to be controlled if the goals of an organisation were to 
be achieved. For work in the administrative office, clerks or manual employees had to be 
recruited. These were entrusted with the responsibility of 'hiring men' to work of an 
organization. Later, they were concerned with the recruitment, placement and selection of 
personnel. With the increase in the size of an organization, these functions had to be alloted 
to a fuUtime "manager". With further increase in the number of employees a separate 
personnel executive had to be appointed to develop systematic methods, determine wage 
rates, develop job discipline and descriptions and job specification. Later, his duties were 
enlarged to cover additional responsibility of looking after the benefits and services 
provided for the employees. In the course of time, arrangements had to be made to train the 
existing personnel; and hence a manager for training was also appointed. Ultimately safety 
experts, physicians, behavior researchers, labor relations specialists and others were 
appointed. For administrative and organizational effectiveness, it was then found feasible to 
merge these different functions into a single position viz., the 'Personnel Manager and 
Welfare Officer [Mamora 1983: 87-88]. 
Subsequently, organisational planning, manpower plarming, manpower selection and 
other allied problems regarding the management of managers and high talent manpower 
assumed significance in the organization. High talent personnel emerged as the key human 
resources [Ordiarne 1971: 26-29]. The emphasis then shifted to on the 'management of 
human resources'. 
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1.3 EMERGENCE OF H R M 
The concept of human resource management (HRM) developed initially from works 
intheU.S.A. in the 1960s and 1970s and since then has been adopted increasingly around 
the world [Brewster 1994:1 ]. In this section meaning and domain of HRM, characteristics 
of HRM, comparison between PM & HRM and emergence of strategic HRM will be 
discussed. 
1.3.1 PM Vs. HRM: 
Armstrong [ 1987:32], a British writer, argues that substantively there is little new in 
HRM: "It could indeed be no more and no less than another name for personnel management, 
but, as usually perceived, at least it has the virtue of emphasising the need to treat people 
as a key resource,..." Few other authors [e.g. Fowler 1987:3] echoed the same thing. But 
most of the authors had tried to show the differences between these two. Legge [1989:20] 
took two approaches in order to identify possible differences between PM & HRM — on 
the basis of normative models and on the basis of their respective practices. Torrington & 
Hall [1995:11] explained the differences by indicating PM as 'workforce -centered' and 
HRM as 'resource-centered'. Guest [ 1989:503-22] conceives of HRM not as an alternative 
to PM but as a particular form of PM, which stress 'the goal of integration, the goal of 
employee commitment, the goal of flexibility / adaptability, the goal of quality'. A later paper 
by the same author discussed a range of innovative techniques of the sort typically associated 
with HRM', including such issues as flexible working practices, quality circles, training in 
participative skills and job enrichment [Guest 1990:385]. Mahoney and Deckop [1986: 
229-34] also explained the differences between 'personnel' and 'HRM'. They argue that, 
overall, HRM involves a wider and broader view in six specific areas: 
1. Employment planning: From a narrow technical focus to closer links with busienss 
strategy. 
2. Communication with employees : From a collective, negotiating focus to a more 
general approach to direct communication with employees. 
'3. Employee feelings : From job satisfaction to concern with the total organizational 
culture. 
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4. Employment terms : From selection, training, compensation policies focused on 
individuals to a concern with group working and group effectiveness. 
5. Employment cost-benefits: From a concern with cost-reduction through such strategies 
as reducing turnover, controlling absenteeism to a focus on organizational effectiveness and 
the 'bottom line'. 
6. Employee development : From development of individual skills to longer-term 
employment capabilities. 
Storey [ 1992:37] identifies twenty-seven differences between 'personnel' and 'HRM' 
under the four headings given in exhibit 1.4. 
Exhibit 1.4: Differences between PM & HRM 
Dimension 
Beliefs & assumptions 
1. Contract 
2. Rules 
3. Guide to management action 
4. Behavior referent 
5. Managerial tasic 
vis-'k-vis labor 
6. Nature of relations 
7. Conflict 
Strategic aspects 
8. Key relations 
9. Initiative 
10. Corporate plan 
11. Speed of decision 
Line management 
12. Management role 
13. Key managers 
14. Communication 
IS. Standardization 
16. Prized management skills 
Key levers 
17. Selection 
18. Pay 
19. Conditions 
20. Labor-management 
21. Thrust of relations 
with stewards 
22. Job categories and grades 
23. Communication 
24. Job design 
25. Conflict handling 
26. Training and development 
27. Focus of attention for 
interventions 
PM 
Careful delineation of 
contracts 
Importance of devising with rules/ 
mutuality 
Procedures 
Norms/custom and practice 
Monitoring 
Pluralist 
Institutionalized 
Labor-management 
Piecemeal 
Marginal to 
Slow 
Transactional 
Personnel specialists 
Indirect 
High (e.g. 'parity' an issue) 
Negotiation 
Separate, managerial task 
Job evaluation (fixed grades) 
Separately negotiated 
Collective bearing contracts 
Regularized through 
facilities and training 
Many 
Restricted flow 
Division of labor 
Reach temporary truces 
Controlled access to courses 
Personnel procedures 
HRM 
Aim to go 'beyond contract' 
'Can-do' outlook: impatience 
with 'rules' 
'Business-need' 
Values/mission. 
Nurturing 
Unltarist 
De-»mphasized 
Customer 
Integrated 
Central to 
Fast 
Transformational leadership 
General / business / line managers 
Direct 
Low (e.g. 'parity' not sum as relevant). 
Facilitation 
Integrated, key task 
Performance-related 
Harmonization 
Towards individual contract 
Marginalized (with exception 
of some learning for change models). 
Few 
Increased flow 
Teamwork 
Manage climate and culture 
Learning companies 
Wide-ranging culture, struct-
ural and personnel strategies. 
Source : Storey, J. (ed.) (1992: 28-41) HRM in action: the truth is out at last. In Personnel Management. 
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In a similar, but slightly different way, Beaumont identifies five major items typically 
mentioned, in the U.S. literature as part of HRM [Beaumont 1991:27]. 
(1) Relatively well-developed internal labor market arrangements; in such areas, for 
example, as promotion, training, individual career planning. 
(2) Flexible work organization systems. 
(3) Contingent compensation practices and/or skills or knowledge-based pay structures. 
(4) High levels ofindividual participation in task-related decisions. 
(5) Extensive internal communications arrangements. 
1.3.2 Meaning and Domain: 
The meaning of HRM is far from clearly established in the literature: different 
authorities imply or state different definitions and draw on different evidence. This fluidity 
in the concept is both instructive, in terms of indicating its potential power as an explanatory 
theory; and frustrating, in that it becomes impossible to test a theory that can subsume such 
a range of, often contradictory, proposition [Popper 1945; Guest 1987]. Many have 
attempted to classify the various areas which HRM covers: seeing, in one of the classical 
texts, a four-fold typology; employee influence, human resource flow (into, through, and out 
of the organization), reward systems and work systems [Beer et al. 1985]; or four rather 
different areas: the acquisition, maintenance, motivation and development of human resources 
[De Cenzo & Robbins 1988]; or a five-step HRM cycle: selection, performance, appraisal, 
rewards and development [Fomburn et al. 1984:41]. 
In this situation simple reflection on the three words 'human', 'reosurce' and 'management' 
can provide a deeper insight. In HRM, 'human' — labor, worker, employee, or personnel 
(whichever is called at different stages of HRM - development or different stages or 
situations of organizational settings) — refers to the people, present or future, of the 
organziation. 'Resource' indicates that personnel are 'valued assets' and, with the emphasis 
on commitment, adaptability and employees as a source of competitive advantage, the image 
might equally be presented as 'resourceful' humans [Legge 1989:25]. Others explained in a 
different way - why the personnel are treated as resource. First, skills and knowledge 
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represent capital, because they enhance productivity. In other words, people add value to 
a firm to the extent that they will perform future services [Fames 1984]. Second, human 
resource is the result of a firm's making a deliberate investment either through hiring certain 
individuals "on the market" or devleoping them in-house. These investments, via HRM, carry 
both out-of-pocket and opportunity costs, and are justified only if they produce future 
returns via increased productivity [Duncan & Hoffman 1981; Rumberger 1987; Tsang 
1987]. Third, human resource commands a price on the market because it is valuable to 
other firms and, perhaps more important, it is transferable [Fames 1984]. This transferability 
is a critical difference between human capital and physical capital. Even if employees stay 
with a firm, their contribution depends on their willingness to perform. Therefore, control 
costs, or costs of retaining and motivating employees (such as wages), must be considered 
human resource investments as well [Flamholtz & Lacey 1981]. Obviously, the employees 
are not valuable in the abstract, but rather as a function of the jobs they perform [Flamholtz 
1979]. But as Tyson & Fell [1986: 135] point out, 'human resource' may be understood in 
a completely different sense, as a factor of production, along with land and capital, and an 
'expense of doing business' rather than 'the only resource capable of turning inanimate 
factors of production into wealth'. And 'management' (as part of HRM) denotes the strategic 
planning and management of human resources for an organization. 
1.3.3 Characteristics of HRM: 
HRM involves the following characteristics [Krulis-Randa 1960]: 
•* A focus on horizontal authority and reduced hierarchy, a bluning of the rigid distinction 
between management and non-management. 
•* Wherever possible, responsibility for people-management is devolved to line managers; 
the role of personnel professionals is to support and facilitate line management in this 
task, not to control it. 
* HR planning is proactive and fused with corporate level planning; HR issues are treated 
strategically in an integrated manner. 
* Employees are views as subjects with the potential for growth and development; the 
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purpose of HRM is to identify this potential and develop it in line with the adaptive needs 
of the organization. 
* HRM suggests that management and non-management have a common interest in the 
success of the organization. Its purpose is to ensure that all employees are aware of this 
and committed to common goals. 
1.3.4 Emergence of Strategic HRM : In Miller's [1991: 24] word: 
"all issues associated with the management of human resources should be derived issues. In 
other words, we are probably dealing with a 'functional' or 'business' level strategy. HRM can 
not be conceptualised as a stand alone corporate issue. Strategically speaking, it must flow from 
and be dependent upon the organization's (market oriented) corporate strategy". 
In the U.S.A., where the concept of HRM originated, there is a widespread belief that 
HRM is the dependent variable and business strategy the independent variable in their 
relationship. [See, for example, Gilbraith and Nathanson 1978; Tichy et al. 1982]. The 
critical managerial task is to align the formal structure and the HR systems so that they drive 
the strategic objectives of the organization [Fomburn, Tichy and Devanna 1984: 37]. 
Though there are criticisms against it, there is an assumption that HRM is in some sense 
'strategic' when it follows closely the corporate strategy of the organization. The assumption 
that HRM is 'derived' from corporate and business strategy leads to what Boxal [ 1992] calls 
the 'matching model' according to which organizational effectiveness is achieved by ensuring 
a 'tight fit' between corporate / business strategy and HRM strategy. In the next chapter 
'Strategic HRM will be discussed in detail. 
CHAPTER TWO 
STRATEGIC HUMAN RESOURCE 
MANAGEMENT 
2.1 Strategic HRM: Conceptual Preview 
2.2 Different Perspectives to Strategic HRM 
2.3 Models of Strategic HRM 
2.4 Elements of Strategic HRM 
2.5 Approaches to Integration 
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2.1 STRATEGIC H R M : CONCEPTUAL PREVIEW 
In order to define strategic HRM, explain its models, elements and approaches to integration, 
it is necessary to enumerate the basic themes on which strategic HRM is based. It could be noted that 
different variants or approaches to strategic HRM emerge from these basic themes. 
2.1.1 Themes upon which strategic HRM is based: 
Torrington&Hall[1995:58]assert that the current HRM strategic themes includes flexibility, 
quality, customer orientation, empowerment, commitment, team working, leadership, and continuous 
learning. Most of these themes are interlinked and typically each organization will combine a range of 
themes appropriate to its needs. 
Flexibility is commonly identified as an organizational goal, although Blyton and Morris [ 1992] 
argue that there is only limited evidence of it being used strategically as opposed to a short term fix. 
Flexibilitycanbedefinedinawidevarietyofdifferentways;forexample,Bramham[1989] identifies 
eightdefinitions. Bhton and Morris [1992] concentrateonfourkeytypesofflexibility: 
* task or functional flexibility: where employees may be multiskilled and involved in a wide range of tasks, 
witli fewer boundaries between jobs. This types of flexibility encourages team working practices, and in its 
ultimate form destroys the distinction between craft and operator jobs and tasks; 
* numerical flexibility: where the labor supply is made flexible by tiie use of different types of employment 
contracts and sub-contracting. For example. Hakim [1990:157-88] found some core/periphery strategies; 
* temporal flexibility: where the number and timing of hours worked can be varied to meet organizational 
needs, as for example in annual hours contracts; 
* wage flexibility: where wages offered are individualised rather than standardised by the use, for example, of 
performance related pay or pay for skills offered rather than tasks allocated. 
Although flexibility is highontheagenda, there are potential contradictions withother strategic 
themes. The use of functional flexibility A^ Wch decreases the use of specialist skills and the use of sub-
contractors to provide numerical flexibility may have undesirable consequences for the achievement of 
aquality strategy [Torrington& Hall 1995:58]. 
Quality is another key theme. The achievement of a quality service or a qualityproduct demands 
a culture of quality wtiere everyone in the organization feels responsible for seeking out and solving 
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problems in the production process, and where everyone desires and takes part in continuous 
improvement. In this way quality isbuiltintotheprocessratherthanbeingcheckedattheend.Toachieve 
this, responsibility needs to be delegated to the lowest possible level in the organization, and full 
participation and involvement of all employees is expected. Individuals are 'empowered' by being given 
the resources and support to take on this responsibility. Team-based environments are usually operated 
when the team is given a target and it is up to them how they control themselves and achieve the task. 
One of the platforms of a quality culture is often the requirement to 'get it right first time' [Ibid]. 
Very closely allied with quality is the notion of customer orientation. Quality is often 
defined in terms of the product being fit for the purpose intended, understanding customer 
needs and meeting customer expectations (see, for example. Dale & Cooper 1992). This 
brings with it an emphasis on getting to know the customer and their needs and responding 
appropriately. In human resource terms this requires a culture which always puts the customer 
first in everything that is done. This customer orientation does not only apply to external 
customers of the organization but internal ones, too. In this way one department or team will 
be the 'customer' for the work that is produced by another department or team. For example, 
all line departments will be customers of the training courses and consultancy offered by the 
training department. [Ibid, 59]. 
Also closely alfied with the achievement of quality is a strategic emphasis on employee 
commitment. Given thiscommitmentemployees can be trusted to take responsibilityandmakethe right 
decisions. This commitment removes the need for a high level of control. Commitment is seen to flow 
fi-om involvement and empowerment and also from appropriate leadership. This increased emphasis 
on leadership underlines the value of vision and the ability to inspire employees rather than traditional 
management skills. [Ibid]. 
Goss[1995:6] claims that althoughonthisissueopiniondifiFers,itispossibleto isolate three key 
themes which inform, in some measure, most approaches \\iuch go under the name strategic HRM: 
* humanrelationspsychology 
"• strategic managementtheory 
'* doctrinesofflexibilityandqualitymanagement 
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These provides a convenient framework within which different 'schools' of strategic HRM can 
be located [Goss 1995 :6-14]. 
i) Human relations psychology: Ideals ofhuman relations which have contributed to contemporary 
strategic HRM thinking include the concepts of: motivation, group dynamics, and commitment. In line 
with much of the Quality of Work Life (QWL) theory fashionable in the 1960s and 70s, Human 
Relations asserts that individuals are motivated not merely by financial retums (or fear of punishment), 
but by 'psychological' rewards such as recognition, and the opportunity to contribute to decision making 
and take responsibility. The notion of commitment' has particular relevance as a unifying concept in this 
respect. According to Neale and Northcraft [ 1991 ], for instance: 
"Organizational commitment is the relative strength of an individual's identification with and involvement 
in a particular organization. It usual iy includes three factors: (i) a strong belief in the organization's goals 
and values; (ii) a willingness to exert considerable effort on behalf of the organization; and (iii) a strong 
desire to continue as an organization member. Organizational commitment, then, is not simply loyalty to 
an organization. Rather it is an ongoing process through which organizational actors express their 
concern for the organization and its continued success and well-being" [Ibid: 290]. 
This, in turn, involves the design of j obs in such a way as to allow discretion in the work task and the 
opportunityfor individual developmentandprogression within theorganization(thepossibilityof self-
actualization', in Maslow's terminology). For example: 
"Jobs are designed to be broader than before, to combine planning and implementation and include efforts 
to upgrade operations, not just maintain them. Individual responsibilities are expected to change as 
conditions change, and teams, not individuals, often are the organizational units accountable for 
performance. With management hierarchies relatively flat and difTerences in status minimised, control and 
lateral co-ordination depend on shared goals, and expertise rather than formal position determines 
influence" [Walton 1991:447]. 
Theemphasis is firmly on conunitment rather than traditional (Taylorist)foimsofsupervisoiy 
control; upon 'partnership' and team spirit rather than antocratic hierarchy. Indeed, the emphasis on 
team working which now plays an important part in most HRM approaches [Lawler and Mohrman 
1991 ] has a long tradition, dating back to the Hawthorne experiments of the 1930s. Elton Mayo in 
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particularattributed many benefits to team-based work: 
"[The work group was] At first shy and uneasy, silent and perhaps somewhat suspicious of the 
company's intention later their attitude is marked by confidence and condour. Before every 
change of program the group is consulted. Their comments are listened to and discussed; 
sometimes their objections are allowed to negate a suggestion. The group unquestionably 
develops a sense of participation in the critical determinations and becomes something of a social 
unit" [Cited in Grenier 1988:56]. 
The attraction of Human Relations ideas for HRM is the insights it provides into motivation and 
commitment and how these can be fostered to build a sense of'mutuality' within the organization, to 
generate high levels oftrustandto encourage flexible, adaptive and innovative behavior. These, it will 
be recalled, are the qualities claimed to be needed to fight industrial decline and uncompetitiveness. If, 
however, HRM were based only on Human Relations theory, it would certainly be difficult to regard 
itas being in any waynovel. What issignificant is that these ideas havebeen combined with other strands 
of management theory, giving them arenewed lease of life. 
ii) Strategic managementtheory: Of these other strands, strategicmanagement theory has played 
a key role. As a distinct body of thought, strategic management emerged in the 1970s from the 
combination of long-range planning and 'research proven' strategic success analysis [Ansofifand Mc 
Donnel 1990; Chandler 1962]. The result of this synthesis was a set of propositions, aimed at senior 
management, according to which resources could be allocated rationally, relative to environmental 
conditions, to secure competitive advantage. 
However, the exact nature of this 'rationality' is subject to debate. At one extreme there is an 
emphasis on strategy as adiscipline designed to determine the outcomes >^ iiich an organization wants 
to achieve and to secure the best possible 'fit' between that organization and its environment. This type 
of outcome analysis' is most apparent in areas such as portfolio planning. The Boston Consulting Group 
Matrix (which uses the well-known expressions 'Question Mark', 'Star', 'Dog', and 'Cash Cow') 
provides an example of this focusing on two variables: the rate of growth of the product market area 
and the market share in that areaheldby the firmrelative to thatofits largest competitor. These measures 
give an indication of the attractiveness of the marketand the overall strength of the firm inthatmarket 
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relative to its competitors [Howe 1986:67]. Thus according to Pettigrew: 
"The rational approach describes and prescribes techniques for identifying current strategy, analysing 
environments, resources and gaps, revealing and assessing strategic alternatives and choosing and 
implementing carefully analyzed and well thought through outcomes. This rational picture of business 
problem-solving has as its concern the content or'what" of strategy - the outcome which is sought - and 
has nothing to say at an explicit level of how to achieve that outcome. In other words, it has no process 
theory within it of how and why to create the strategic outcomes so perceptively and logically derived 
from the analysisofcompetitive forces" [Pettigrew 1985:19]. 
As an alternative to this 'rational-outcome' view, therefore, other writers have shifted attention 
towards the rationality of the 'process', i.e., how outcomes are actually achieved. Thus, strategy is 
defined as a process of calculated decision making intended to guide the direction in which 
organizational effort is directed [e.g. Mintzberg et al. 1979; Butler 1991 ]. This involves the logical 
sequencing of successive stages of strategic activity which act as filters, progressively reducing 
uncertainty and imposing meaning upon environmental and organizational data. Strategy, it is claimed, 
should be seen as the outcome of a complex of more or less calculative decisions which do not 
necessarilyreflect the most technically or economicallyrationalobjectivesoftheorganization.Bateman 
and Zeithaml [ 1989:60], for mstance, drawattention to the psychological context of strategic decision-
making, to its incremental nature, the role ofhistorical antecedents and individual biography, and the 
extent of convergence between personal and organizational goals. 
As will be seen below, both the 'rational-outcome' and 'process' approaches to management 
strategy have important implications for the way in wiiich HRM is approached. 
iii) Flexibility and quality: As much as anything, since the early 1980s the notions of flexibility and 
quality have been tied to industrial regeneration and, as such, provide important themes within HRM. 
Flexibility has been seen as a vital means of responding swiftly to changes in economic and technical 
environments and reducing costs by maximising the utilization of employee skills. 
Two formsof flexibility are usually identified. The first, numerical flexibility, refers to the ability 
of organizations to restructure their workforces so as to retain only workers with key skills as direct 
employees, less essential functions beingplaced with outside contractors, the self-employed orcausal 
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/ part-time labor. In this way the organization reduces its direct administration and supervisory costs, 
and responds to changes in its markets /budget by terminating or extending contracts. The subcontract 
/ causal 'periphery' thus acts as a buffer for the 'core' staff of the organization. This approach is 
epitomized in Atkinson [ 1984] model of the 'flexible firm'. Functional flexibility, on the other hand, 
concerns the practice of multi-ski 1 ling' whereby workers are encouraged to acquire a range of different 
skills each of which, previously, would have been the preserve of a single occupational group. A 
mechanical engineer, forexample, mightalso be trained as anelectrical fitter and aplumber. In this way 
skilled labor can be deployed as and when needed. 
Like flexibility, quality is also held to be a vital component in an organization's response to its 
environment. Quality management makes use of the notion of fitness of purpose', i.e. the idea that the 
quality of a product or service is defined not by some esoteric standard of technical excellence but by 
the demands of the customer or consumer. This necessitates constant monitoring of consumer 
requirements and an ability to develop the product or service to meet, or preferably pre-empt, any 
changes. According to the principles ofTotal Quality Management, for instance, quality becomes a 
concern for every member of the organization (not merely asmall group of controllers'): it is 'a business 
discipline and philosophy of management which institutionalises planned and continuous business 
improvements' [Hilll991:554). From this perspective the management ofboth quality and flexibility 
is inextricably bound to the managementofpeople,afactvv4iichis being increasinglyrecognized in HRM 
thinking. 
2.1.2 Approaches to Strategic HRM: 
The three themes outlined above all appear to a greater or lesser extent in strategic HRM. 
However, the interpretation of each theme and its relative emphasis does tend to vary, reflecting 
the fact that, like most other management disciplines, strategic HRM is characterized by 
internal divisions. Indeed, it is possible to identify two extreme positions, distinguished 
primarily in terms of the way they conceive the strategic potential of HRM [Goss 1995:10-
14]: 
•* Instrumental approaches draw upon the rational-outcome model of strategic managementto view 
strategic HRM as something which is driven by and derived directly firom corporate; divisional or 
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business level strategy, and geared almost exclusively to enhancing competitive advantage. 
* Humanistic approaches utilize 'process' theory to emphasize the reciprocal nature of the 
relationship between strategic management and HRM and the latter's role in ensuring that 
competitive advantage is achieved through people, but not necessarily at their expense. 
Instrumental approaches to strategic HRM: Instrumental approaches place the emphasis firmly 
onhnxmn resource management.l\{\s'\s what Storey [1989:6] refers to as the 'hard' version 
of HRM, emphasizing the 'quantitative, calculative and business strategic aspects of managing 
the head-count in as "rational" a way as for any other economic factor'. Dawson [ 1989], for example, 
points to the fact that the factors contributing to the emergence of HRM have also encouraged a 
renewed interest in human resource accounting and that a closer relationship between the two is 
possible. 
"What seems certain... is that there will be an escalation of the application of financial measurement 
techniques for planning, control and evaluation of HRM activities.... With these 'harder' measures comes 
the notion that managers are able to make better, that is financially or economically rational, 
decisions" [Dawson 1989:9}. 
Thus, taken from this perspective, HRM is concerned with the integration ofhuman resource issues 
into business planning. All decisions about the acquisition, processing and management ofhuman 
resources must, like any other organizational input, be tailored to increase or restore competitive 
advantage. The key question must be: 'What HRM strategy will maximize competitive advantage, 
optimise control, and minimize unit and labor replacement costs' [Keenoy 1990:5]. From this 
standpoint, the notion of performance assumes central importance, this being taken as the primary 
objective ofmanagementstrategy [Miller 1991 ]. This hasencouragedthe development of measurable 
criteria for assessing the performance of people and their specific contribution to the 
organization in a manner comparable to other resources, e.g., in terms of business ratios such 
as profit per employee, added value per employee, costs per employee, etc, [Tyson 1985; 
Whitaker 1991]. It has also led to an interest in the planning and forecasting ofhuman 
resource needs in ways which match closely the organization's changing requirements and 
developing activities making use of tools and techniques associated with, for example. 
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portfolio planning [Purcell 1989] and social scientific research [Pearson 1991 ]. 
Indeed, the particular perspective on strategy adopted by Instrumental approaches 
tends to be very precise and makes a point of differentiating 'levels'of strategy. Thus, for 
Miller: 
"all issues associated with the management of human resources should be derived issues. In 
other words, we are probably dealing with a 'functional' or 'business' level strategy. HRM can not be 
conceptualised as a stand alone corporate issue. Strategically speaking, it must flow from and be 
dependent upon the organization's (market oriented) corporate strategy" [Miller 1991: 24]. 
The assumption that HRM is 'derived' from corporate and business level strategy leads to 
what Boxall [ 1992] calls the 'matching model', according to which organizational effectiveness 
is achieved by ensuring a 'tight fit' between corporate / business strategy and HRM strategy. 
A number of significant criticisms can, however, be made of the Instrumental approach. 
First, there is the charge that it tends to be overly rationalistic, that strategy is assumed to be 
formulated in advance of action and thenunproblematically implemented. This, accordingto 
Boxall: 
"leads to a conceptualisation in which HRA1 is cast purely in a reactive, implementationalist role. It fails 
to perceive the potential for a reciprocal relationship between HR strategy and business strategy.... The 
theory seems to ask too little of HRM. Surely, any chief executive with long-term vision would want to 
use HRM not just to woodenly implement a preconceived business strategy, but to create a climate in which 
valuablestrategising occurs....?" [Boxall 1992:68]. 
Arelated criticism is that this encourages a narrowness of focus. One of the early contributions 
to this approach, that of Fomburn et al. [1984], concentrated on four 'generic' functions: 
selection, reward, appraisal and development. While these undeniably have a central role, a 
strong case can also be made for the inclusion of other dimensions such as welfare, equal 
opportunities, employee involvement and industrial relations, on the grounds that these issues reflect 
both the practice of much organizational life and the realm of individual and societal interests which 
pervade all workplace activity [Boxall 1992:69; Hendry and Pettigrew 1990]. 
Finally, there is the claim of excessive 'unitarism'. The so-called 'unitary frame of reference' 
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describes an approach towards the management of people which regards the work organization as a 
harmonious unit characterized by a common purpose within which managerial authority is taken to be 
legitimate. Any challenge to this authority (such as trade unionism) is viewed as fundamentally 
pathological and destructive. From this perspective, interests and concerns of employees are frequently 
'written-out' of the equation, it being taken for granted that what top management considers best for 
the organization will automatically (or ultimately) be best for the workforce. As Boxall [ 1992:68] has 
put it, from this viewpoint: 'HRM appears as something that is 'done to' passive human resources rather 
than something that is 'done with' active human beings'. This view has been echoed by Keenoy: 
"The irony is that the escape route from the ambiguity which is offered by the strategic pretensions of 
HRM may only be possible with the sacrifice of any claim to 'understand and articulate the views of the 
workforce'. While it is possible that the organizational legitimacy of personnel management may be 
reconstructed by its transformation into HRM... by embracing the very real power offered by involvement 
in strategic HRM, personnel managers may have to relinquish any claim to be the guardians of humane 
human resource management" [Keenoy 1990:8-9]. 
In many respects, Humanistic variants of HRM can be seen as responses to these potential difficulties. 
Humanistic approaches to strategic HRM: These approaches are closely associated with what has 
become known as the 'Harvard School' ofHRM. As the humanistic label implies, the emphasis is on 
the 'softer' aspects ofHRM associated with organizational culture and employee commitment and, as 
such, its orientation is broader and less rigidly 'functional'. As Beer etal. the initiators of this movement, 
make clear: 
"Human resource management involves all management decisions and actions that affect the nature of 
the relationship between the organization and its employees - its human resources. General management 
make important decisios daily that affect this relationship" [Beer et al. 1984:1; emphasis added]. 
This leads to a 'map ofHRM territory', the core of which Beer etal. refer to as the 'four Cs' [p. 16]: 
* Competence of employees. 
'* Commitment of employees. 
* Congruence between the goals of employees and those of the organization. 
* Cost effectiveness ofHRM practices. 
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A summary of these factors gives a good flavor of what this approach entails. 
* High commitment means that employees will be motivated to 'hear, understand, and respond' to 
management's communications relating to the organization of work. The resulting mutual trust 
enables 'management's message to be more believable to employees and to enable management 
to be responsive to employee's legitimate concerns as stakeholders'[Beer e^/ . 1984:36]. 
* High competence creates a positive attitude towards learning and development and, thereby, gives 
employees the 'versatility in skills and the perspective to take on newroles and jobs as needed' [p. 
36]. 
* Cost effectiveness 'means that the organization's human resource costs ~ wages, benefits, and 
indirect costs such as strikes, turnover, and grievances - have been kept equal to or less than 
competitors'... only a continual process of mutual influence about the realities of the business and 
the needs of employees can bring about this outcome' [p. 3 6]. 
* Higher congruence isareflectionofpoliciesandpracticeswhichbringabouta'highercoincidence 
of interest among management, shareholders and woricers' [p. 36], asituation encouraged by forms 
of employee influence which, in turn, reduce adversarial relations. 
Humanistic approaches still exhibit a strong sense of unitarism (although here, rather than taking 
employee compliance for granted, as in the Instrumental version, the Humanistic variant assumes that 
it is only inappropriate HRM policies that 'obscure' legitimacy of the managerial prerogative). This 
emphasis, however, has been less apparent in UK developments of this perspective. Hendry and 
Pettigrew [ 1990], forexample,drawexplicitlyonaprocessmodelofstrategicdecision-making which 
emphasizes the emergent, political and frequently non-rational nature of this process. This leads to a less 
prescriptive and more people-centered approach than that found in Instrumental orientations and a 
more realisticallypluralistviewofemploymentrelations.Thefollowingaccountcapturesthemain thrust 
ofthis position: 
"The impact of [contextual] factors on the HR system of the firm - on recruitment and selection, on 
appraisal, on career planning, on the training and development of people, on pay, on employee relations, 
on work organization ~ is mediated at times by the personnel / HR function, at times by line managers. 
The precise role of the personnel function in this is influenced by its record of successes and failures, its 
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orientation, its vision and capacity to enact a 'strategic' HRM and its organization. Similarly business 
strategy evolves in response to success and failure, and is the work of people acting in rational-analytical, 
political and emotional ways through organizational structures. In so far as HRM is responsive to 
business strategy, it is perforce 'emergent. The criteria of coherence and appropriateness (fit) are therefore 
only very provisionally attained" [Henry and Pettigrew 1990: 31; emphasis added]. 
What is important for this position is not simply whether HRM is, in itself, strategic, but the extent to 
which HRM programs can be utilized to achieve policy and strategic objectives, as represented in 
exhibit!. 1 
Exhibit 2.1: Strategic changeand HRM 
r" 
Business strategy content 
Objectives, Product-market, 
Strategy & tactics. 
Outer Context 
Socio-economic, 
Technological, Political-
legal, Competitive 
Inner context 
Culture, Structure, 
Politics/Leadership, 
Task-technology, 
Business output 
HRM content 
HR flows. Work 
systems. Reward 
systems. Employee 
relations 
HRM context 
Role, Defmition, 
Organization, HR outputs 
Source: Hendry, C. and A. Pettigrew [ 1990:17-43] Human resource management: an agenda for the 1990s, In 
International Human Resource Management Journal 1(1). 
This utilization is based upon management choice (rather than envirorunental or situational 
determinism as with Instrumental Theory) which, in turn, is conditioned by the power of other 
stakeholders to obstruct, modify or facilitate such action. This entails an awareness of alternative 
program options and of their short-and long-term consequences at all organizational levels, thereby 
allowing an assessment of their congruence and an evaluation of their likely cost-efifectivness. 
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"Thus there can be no standard or universal 'theory' or'method' of HRM but, rather, a need for analytical 
knowledge of basic principles and how these can be adapted and developed innovatively to meet a range 
of individual, organizational and societal outcomes" [Beer et al. 1984: 19]. 
2.2 DIFFERENT PERSPECTIVES TO STRATEGIC HRM 
In this section different views of strategic HRM are discussed and a consolidation of the views 
is drawn. 
2.2.1 Different Views of Strategic HRM: 
As an emerging concept strategic HRM is facing an 'identity crisis' and it is defined and viewed 
from many perspectives ~ some of these are discussed below: 
i) HRM or Strategic HRM: HRM and strategic HRM are considered identical and used 
interchangeably by some authors. For example, Mathis & Jackson [1985:3-4] defines HRM as: the 
strategic planning and management ofhuman resources for an organization.... HRM is more broadly 
focused and strategic in nature. He clarifies the distinction between personnel management and HRM 
depictinginexhibit 2.2. This definition is similar to thatofwhatBeer e/a/. [ 1984] see as strategic HRM. 
Intheirwords: "Weviewthe HRM from'strategic'perspective" [Beere/o/. 1984:13]. 
Exhibit 2.2: Human Resource Activities 
Area Focus Reports to Typical concerns 
HRM strategic CEO/president * Human resource planning 
* Evolving legal issues 
* Workforce trends and issues 
* Community economic development 
* Cost containment and benefit options. 
* Employee advisory boards. 
* Compensation planning and strategies. 
Personnel activities Administrative and Corporate vice-president * Recruiting and selecting 
operational of administration * Conducting employee orientation 
•* Reviewing safety and accident records. 
* Resolving employee complaints / 
grievances 
Source: Mathis, R.L. & J.H. Jackson[1985:4] Personnel/Human Resource Management, West Publishing Co.,N.Y. 
it) Management Level: Robert Anthony [ 1965] classified management level into three classes ~ 
strategic, manj^erial andoperational. These three levelsdeal with, though not solely, three distincttype 
ofdecisions.Ansoff[1986:21] summarized the characteristicsofthethreeclassesofdecisions given 
in exhibit 2.3. While distinct, the decisions are interdependent and complementary he mentioned. 
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Exhibit 2.3: Decision Classes in the Firm 
Problem 
Nature of 
problem 
Key decisions 
Strategic 
To select product-
market mix which 
maximizes firm's 
ROI* potential 
Allocation of total 
resources among 
product-market 
opportunities 
Objectives and goals. 
Administrative 
To structure firm's 
resources for optimum 
performance 
Organisation, 
acquisition and 
development of 
resources. 
Organization: structure 
Operating 
To optimize realization of 
ROI potential. 
Budgeting of reosurces 
among principal functional 
areas. Scheduling resource 
application and conversion. 
Supervision and control 
Operating objectives and 
Diversification strategy, 
Expansion strategy. 
Finance strategy, Growth 
method,Timing of growth 
of information, authority 
and responsibility flows 
Structure of resource-
conversion: work flows, 
distribution system, 
facilities location 
Resource acquisition and 
equipment: fmancing, 
facilities and equipment, 
personnel, raw materials. 
goals. Pricing and output 
levels. Operating levels: 
production schedules, 
inventory levels, warehousing 
etc. Marketing policies and 
strategy, R&D policies and 
strategy. Control. 
Key 
characteristics 
Decisions centralized 
Partial ignorance 
Decisions not self-
regenerative. 
Conflict between 
strategy and 
operations. 
Conflict between 
individual and institu-
tional objectives. Strong 
coupling between econo-
mic and social variables. 
Decisions triggered 
by strategic and/or 
operating problems. 
Decentralized decisions 
Risk and uncertainty 
Repetitive decisions 
Large volume of decicions 
Suboptimization forced 
by complexity 
Decisions self-regenerative. 
• ROI stands for 'return on investment' 
Source: Ansoff, H.I.[ 1986:21 ] Corporate Strategy. Sidgwick & Jackson Ltd., London. 
Tichye/a/. [1981] listed thehumanresourcesactivitiesassociatedwiththestrategic,managerial, 
and operational levels (exhibit 2.4). These represent only a subset of the principal human resources 
functionsforillustrativepurposes.Forexample.inthepersonnelselection/placementarea, operational-
level activities include theannual staffing and recruitrnentplaiis. The rnanageriallevelisnriorecoiKerried 
with staffplanning for the intermediate-range future. For instance, ifthe company is about to open two 
plants indififerentpartsofthe country, wiiatkindsofpeople will be neededandhowwill they befound? 
Strategic-level activities look to the long-term future. What kinds of people will be needed to 
manageand runthe organizationin the future? The implications of the long-runposition are then traced 
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backtog^ideciuTentselection, placement, and trainingpractices. If, forinstance,amajoroil company 
formulates a strategic business plan for maj or diversification by the year 2000, what kinds of people 
should it be recruiting now so that it will have employees capable of running the diversified company 
20 years from now? (Tichy et a/. 1981 ]. 
From the above discussion it is clear that Tichy e/a/. [ 1981 ] see'sU^tegic HRM'as part ofHRM; 
and its area covers only the 'strategic level of management'. 
iii) Guest's definition: Guest [ 1989] draws atwo dimensional HRM model. The first is a'soft-hard' 
dimension, depending on whether the emphasis is primarily on 'human-resource' with its softer 
connotations ofMcGregor's theory Y and utilization of individual talents, or on 'management' with its 
implications of strategy and quantification. The second is a 'loose-tight' dimension, depending on 
whether the definition is general or precise. At the'loose' end, HRM is simply a retitlingof the personnel 
department. As old win in new bottles, this may serve the useftil fiinction of giving a some what jaded 
personnel department a new and more contemporary image (Exhibit 2.5). At the 'tight' end, HRM 
considers human resource as 'just another resource' to be taken into account in business decisions 
[Mohantyl995:27]. 
Exhibit 2.5: Guest's Model of HRM 
TIGHT 
(Human is just another resource) 
I 
SOFT Strategic HARD 
(Human resource) HRM (Management) 
I 
LOOSE 
(Retiring of personnel department) 
Source : Mohanty, P.K. [ 1995:27] Personnel Management to Human Resource Management, InPersonnel 
Today, National Institute of Personnel Management, Calcutta. 
From the above model it is clear that, Guest [ 1989] sees 'strategic HRM' between tight -loose' 
and 'soft-hard' dimensions. In Guest's words: Strategic HRM is to ensure that HRM is fiiUy integrated 
into strategic planning, that HRM policies cohere both across policy areas and across hierarchies and 
that HRM policies are accepted and used by line managers as part of their every day work [Guest 1989: 
49]. 
iv) Hendry and Pettigrew's observation: Henry and Pettigrew [ 1986] opined that in 'strategic 
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HRM' there are "two themes which overlap" one another: the first contained in the term 'strategic', the 
second in the idea, or philosophy, of'human resources'. The latter suggests people are a valued 
resource, a critical investment in an organization's current performance and fiiture growth. The term 
'strategic'.... in thi s context has both established and new connotations [these are] 
1. the use of planning; 
2. a coherent approach to the design and management of personnel systems based on an employment 
policy and manpower strategy, and often underpinned by a 'philosophy'; 
3. matching HRM activities and policies to some explicit business strategy; and 
5. seeing the people ofthe organization as a'strategic resource' for achieving'competitive advantage'. 
[Hendry and Pettigrew, 1986]. 
v) Miller's view: Mi Her [ 1989] showed that all top-level decision-making is by no means strategic and 
more particularly, that all HRM ~ however defined — is not strategic either (as shown in section 
2.1.3(i)). He clearly pointed out what strategic HRM is and what is not. He mentioned the following 
fimctions as 'traditional' or 'non-strategic' approach to HRM: 
* separate fi-om the business 
* reactive 
* short-term 
* of no interest to the board of directors 
* constrained by definition that it is concerned principally with unionised, lower-level employees 
[Miller 1989:50]. 
While talking about 'strategic HRM', he concluded as follows: 'strategic HRM' encompasses 
those decisions and actions which concern the management of employees at all levels in the business 
and which are directed towards creating and sustmning competitive advantage. For this it is necessary 
to see whether management initiatives in the field of HRM are consistent — consistent with those 
initiatives taken in other fimctional areas ofthe business, and consistent with an analysis ofthe product 
market situation. The keyis to make operational theconceptoffit'-thefitofHRM with the strategic 
thrust ofthe organization. The key issue is made difficult because it seeks to bring together two 
traditionally disparate fimctions and disciplines - strategy development and personnel management 
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However, the development of operational linkages is what strategic HRM is all about [Miller 1989:51 ]. 
vi) Function's strategy: Every function of HRM process has its own strategic elements. These 
strategic aspects of the functions (of HRM process) are also called 'strategic HRM*. In exhibit 2.6 
presented Torrington and Hall's [ 1995: xvi] Model ofHRM process to show how the strategic aspects 
appear in the HRM process. 
Here the strategic aspects of only two functions - resourcing and devleopment -are discussed 
for example. 
L Strategic aspects of resourcing: Purcell [1992] suggests how employee characteristics and 
resourcing emphasis can be matched to the strategic position of the organization in terms of the Boston 
matrix. For wildcat organizations he suggests that employees need to be willing and able to work in 
a variety of areas with broad skills. For ^ tor organizations he suggests that a high degree of individualism 
is required with careful recruitment and selection to employ the best. Cash cow organizations, he 
suggests, need order and stability, and this may result in overmanning in acomfortable organization. In 
this type of organization there may be more encouragement to recruit employees who will not 'rock the 
boat'.Finallyin dbg organizations hesuggeststheemphasis will beonreducing surplus laborratherthan 
recruitment in order to enable cost reductions. 
Writing from the perspective of differentiated reward structures for chief executives. Miller and 
Norbum [1981] identify the characteristics of a ChiefExecutive which would match the prevailing 
business strategy, as shown in exhibit 2.7. This gives aclear indication of the competencies required 
for the external recruitment of promotion to the position of ChiefExecutive in each strategic situation. 
2. Strategic aspects ofdevelopment: Miller [ 1991 ] has demonstrated howmanagement development 
can be aligned with the strategic positioning of the firm. He has produced a matrix demonstrating how 
development content and process can reflect either stable growth; unstable growth; unstable decline 
and competitive positions, as shovm in exhibit 2.8. He offers the model as suggestive, only, of the 
possibilitiesindesigningstrategically-orientedmanagementdevelopmentprograms. 
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Exhibit 2.7: Matching mapagers to strategy: 
The objective 
of the business 
Growth 
Earnings 
Cash Flow 
The main business activities 
1. 
2 
3. 
4. 
1. 
2. 
3. 
4. 
1. 
2 
3. 
4. 
Pursuit of increased market share 
Earnings generation 
subordinate to building 
dominant position. 
Focus on longer term results. 
Emphasis on technical 
innovation and market 
development 
Pursuit of maximum earnings. 
Balanced focus on short range 
/ long range. 
Emphasis on complex analysis 
and clearly articulated plans. 
Emphasis on increased 
productivity, cost improvements, 
strategic pricing. 
Pursuit of maximum positive 
cashflow. 
Sell off market share to 
maximise profitability. 
Intensive pruning of less 
profitable product / market 
segments. 
Intensive short range emphasis 
/ minimize 'future' activities. 
The chief executive should be 
1. 
2 
3. 
4. 
1. 
2 
3. 
4. 
1. 
2 
3. 
4. 
Young, ambitious, aggressive. 
Strong development and growth potential. 
High tolerance for risk taking 
Highly competitive by nature. 
Tolerates risk, but don't seek it. 
Comfortable with variety and 
flexibility. 
Careful but not conservative. 
Trade-off diTixm; short / long. 
risk/reward. 
Seasoned and experienced. 
Places high primium on 
efficiency. 
High tolerance for stability. 
no charge for sake of it. 
Not a dreamer, turned on by 
results now. 
Source: Miller P. and D. Norbum [ 1981:17-27] Strategy and executive reward: the mismatch in the strategic 
process. In Journal of General managementtWoLS^A). 
vii) Blending strategies: Business strategies are setto achieve finn's mission and objectives. Different 
environmentandmissionand objectives require difFerentstrategies. Inorderto fonnulateand implement 
these strategies appropriate type ofHRM strategies are required. Some authors call these blending of 
business strategies with HRM strategies as'strategic HRM'. Below three examples of strategic HRM 
(i.e. blending business strategies with HRM strategies) are given: 
1. Blending Porter's generic strategies with HRM Process: Crucial to a firm's growth and 
prosperity is the abilitytogainandretaincompetitiveadvantage.Theconceptofcompetitive advantage 
isdiscribedbyPorter[1985]astheessenceofcompetitivestrategy.Emergingfix)mhisdiscussionare 
three competitive strategies thatorganizations,>^iien adapted tohuman resource issues, can use to gain 
competitiveadvantage: innovation,quality-enhancement,andcostreduction[Schuler& Jackson 1987 
:207-19]Intheexhibit2.9businessstrategy,proposed by Porter[1985],isblended with corresponding 
employee role behavior and HRM practice. Exhibit2.10 shows the HRM practice menus. 
44 
o U 
x/i 
>-. 
•a 
•2 § o 
*-* H w 
y o « 
i > s 
O u O 
U -o U 
g O 
O W 
_ c 
— « 
•ft 
I o 
'So & 
U M C 
Si § § g" 
o c a > 
•a SI 6 
o 
o 
o, 
I 
I 
I 
! 
I 
o 2 
"o 
XI 
u 
55 
. o 
a, 
e 
2 
c 0 
•a 
c 
4 > ^ 
a 
> 
•a 3 
U 
X 
W 
0 
0 
00 
_c 
• 0 
c 
Vi 
U 
T3 
C 
^ 
6 
e 0 
1 -i 
ui 
2 tA 
bO 
C 
•a A 
•a 
0 
u 
bO 
jO 
"o 
B X! u o . 
u u 
V} k< 
3 3 
3 S 
I 
c u 
e 
a 
s 
B 
W " 
u 
•a 
S 2 ? 
•I S.-g 
Sue*: 
rt fc^ W *? O 
^ U H O £ u. X M H (^  
3 
BO 
3 
< 
S 
a. 
I 
f 
E 
S 
s 
E 
a 
o 
s 
E 
e> 
B 
M 
E 
M 
•M 
1 
I 
| . l 
60 
bO 
ca 
3 
x> 
u 
> 
•a 
•a 
t l 
3 ^ V 
CO ^ -o Z S o ! 
B 
H 
B 
o 
u 
o 
w 
'Sii 
2 
u 
u u 
3 
o 
&0 
'-3 u 
2 
•a 
B 
n 
u 
o 
"> 
CB 
J3 
«> 
JO 
"o 
u 
q> 
V 
>> 
_o 
"a E u 
I 
^^1 
<«1 
•P 
60 a fJ 
11 
; 5 -
. o 
«^  5 •a 
u S o 
£ 5 0^ 
P 
I 
-llEl 
II 
:^i 
^ . 2 
5 £ O 
lit 
PI 
3 „ - « - • • • ? 
^ 1 , u 
111 >> ^ 
111 
Hi 
till 
I 
ill! 
fill 
O C = 00 
Z iS .p 2 
l^i Q. ^ 
^1 >>^ 
Ut u^l 
o 
liiis 
12 
11° 
ft 
iiil 
Ijli 
{ti5 li i 
o 
£ s 1 = 8 ^ = 
!l il . i f 11 II. 5 S f i 
u u u « , 
' i 
O- 3 
' 1 
51 
BO . 
• O S - ^ c 
•o o p 
Hlt^i 
5J5 * l l l II 
fi O e 
3 — ii 
if 
S * 
3 = 5 : 
•n «)<^ 
•li 
•^Ifli : £ 
!ii 
i=s 
i i!!l 
!!ii 
45 
III I 11 
•B = S? » - ^ J ? 
IP! 
iiil 
O 2 E 
c« C H 
f!l 
i 6 5 .. ^== 
O 
f ) <M 0< (A ii 
U K B , 
Ji i 
st^ f i l 
fill 
111" 
!ii! 
5|p 
.;li 
11 
ii f^ M « "O 'S li 
u 
JB 
a u 
o) 
U 
a o 
1/3 
46 
Exhibit2.10: HRM practice menus 
Planning Choices 
Informal 
Short-term 
Explicitjob analysis 
Job simplification 
Low employee participation 
Internal sources 
Narrow paths 
Single ladder 
Explicit criteria 
Limited socialization 
Closed procedures 
Behavioral criteria 
Purposes, development 
Low employee participation 
Short-term criteria 
Individual criteria 
Low base salaries 
Internal equity 
Few perks 
Standard, fixed package 
Low participation 
No incentives 
Short-term incentives 
No employment security 
Hierarchial 
No ownership 
Short-term 
Narrow appl ication 
Unplanned, unsystematic 
Individual orientation 
Low participation 
Traditional 
Selection Choices 
Appraising choices 
Compensating choices 
Trainingand Development 
Labor Management Relation 
Formal 
Long-term 
Implicit job analysis 
Job enrichment 
High employee participation 
External sources 
Broad paths 
Multiple ladders 
Implicit criteria 
Extensive socialization 
Open procedures 
Results criteria 
Remedial, maintenance 
High employee participation 
Long-term criteria 
Group criteria 
High base salaries 
External equity 
Many perks 
Flexible package 
High participation 
Many incentives 
Long-term incentives 
High employment security 
Egalitarian 
Extensive ownership 
Long-term 
Broad application 
Planned, systemic 
Group orientation 
High participation 
Cooperative 
Source: Schuler, R.S. [ 1989] Strategic Human Resource Managementand Industrial Relations, In Human 
Relations, Vol. 42, No. 2. 
2. Blending Miles and Snow's business strategies with HRM: Beginning in the early 1970s, Miles 
and Snow had investigated the competitive strategies of several hundred companies in more than a 
dozen widely different industries. In almost every study, they had encountered impressive and 
sometimes dramatic competitive strategies and tactics. Overtime, however, they became convinced 
that all of these competitive approaches revolve around a few fundamental business strategies that 
appear to be present, to a greater or lesser extent, in every industry. Putting simply, they had either 
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observed, or had described to them, 3 basic types of strategic behavior and supporting organizational 
characteristics that they had called the Defender, Prospector, and Analyzer. Exhibit 2.11 shows these 
business strategies and their corresponding HRM systems. 
3. Galbraith andNathanson 's strategy and HRM process: The addition of HRM to the strategic 
arena was presented by Galbraith andNathanson [ 1978] who expanded on Chandler's analysis. They 
focused on such issues as fitting performance measures to the strategy and structure as well as to 
rewards, career paths, and leadership styles (shown in exhibit 2.12). 
2.2.2 Consolidation of the views of strategic HRM 
After analyzing different viewpoints of definitions, the followingresults can be consolidated: 
1) Semantics problem: Like any other emerging discipline, strategic HRM has semantic problem. 
HRM is giving way to strategic HRM and there is some hazy area between HRM and SHRM ~ which 
needs to be clarified. For instance, some authors are using HRM and SHRM interchangably. For 
example, Legge [ 1991:24] used Hendry and Pettigrew's [ 1986] definition in defining strategic HRM; 
and the same definition is used by Brewster [1994:59] in describing the'core elements of HRM'. In 
other case, instead of using strategic HRM Beer etal. [ 1984] used the term HRM saying that "we view 
HRM fi-om strategic perspective". 
2) HRM - strategic and/or functional: The attribute ofHRM locates HRM policy formulation firmly 
at the strategic level [Beer et al. 1984]. But this raises the question as to whether the strategic link 
is a sine qua non of HRM. There has been considerable discussion of the concept of strategic HRM' 
[e.g. Fombum e/a/. 1984; Hendry and Pettigrew 1986; Foulkes 1986]. Such a usage would also mean 
that the viability of HRM is not totally dependent on the 'strategic' link and attempts to define HRM in 
termsofthestrategicconnectionwouldlikewisebe invalidated. Itwouldfollow, therefore, thatthere 
are variants of HRM. 
From the first viewpoint (ofthe above 2.2.2. (i) section) there is only one facet of HRM and that 
is strategic-focused HRM. The operational HRM is seen simply as the group of personnel activities. 
Tichye/a/. [1984] described thatlong-run HRM fimctionsare strategic, whicharedonebythe 
top-level executives. On the other hand, other HRM fimctions are termed as managerial and 
operational, which could be named as fiinctional HRM. 
48 
9S 
e 
< N 
f- < 
m 2 
O. B 
i~ 2 
a. 
Itl 
^ ^ fi-
III 
i l l 
I 
i.- I 
= 1 i 
- . 2 • « 
< 
A 
eo 
3 iZ Hi 
ii 
1^  
II 
fi 
if. 
iil Iil 
l-o 
i¥ 
if 
If 
^ i 
Q P. 
H 
Ii 
u o 
t> tq 
E S 
o 5 
v) O 
•= ° s-€ 
IP I II 
ii yi 
E c 
is 
u — 11 
M O 
? a 
2 •§. 
CO U 
C '— 
2 .2 
a I . 
O O 
• > in 
-iE 
i g UJ 
II 
E 
u 
.- c 
•« .5? 
u in Iz 
2 " 
o 
Js 
i i 
>* 
• y 
U4 
i l 
•s = g c3 
E R 
o JJ a c 3 S 
O -3 
g 
1 
S JS 
2 3 
g & 
1 ^ 
CL 
A 
= •« ^ 
> 
A O ^ 
u S 
l\ 
III 
o. 
I 
Hi 
IF 
if 
! fi' 
! ! 
o eo 
IP 
2 1 1 
.2 i 8 
•o o « S H . E 
11 
E i . O S. 
i | 
Ii 
JE 
;l 
•» S .id lii 
E 
o. 
o 
•J 
!i i 
2 
l i t 
IP. 
n in 
I 
o 
••! 
1 
a. O 
w O 
CO 
u 
A 
< 
A 
11 
11 
CO 
CQ 
3 O 
« •?• 
Ill 
11 
HI 
o 
60 . . 
S £ 
Si 
li 
ff 
If 
1 
en 
CO 
B 
i:i; 
» s = 
o 
o. 
Z r. ^ -s. 
£ o 
B 
« 
B 
i 
O 
Q 
3 
E £ 
of 
11 
!> i: 
M «. 
•S S B S B E 
J! o. 
a. o l l 
t« -a 
Q . 
Q . 
m 
u 
B 
«l 
E Im 
o 
w 0. 
e 
o 
U 
o 
c 
6 
CJ 
<!!! 
ui 
oi 
3 
O 
03 
49 
o 
s 
u 
s 
"O 
e 
e« 
>> 
UD 
4 > 
•4-1 
u 
O 
it" 
'II 
D:S 
3 o 
E 8 
> § 
* - • CO U w U V 
•^  »r 
a .2 
ai > 
3 ^ 
•S .S3 
I s. 
t> J2 
00 
. 2 C 
§ 
3 
S? 
II " 
u i 
2P c 
S 3 
V 3 
P O S ^ 
O J3 
en ^ 
.1 s ts.s 
3 3 
<C X) 
C8 
C 
tn c/i 
l § 
u — 
j!} 
W • J b" 
• ^  ^ CO 
?•§ g 
en « **-
2 S a 
t3 S u 
CO > . 
> = 
c iS 
O IG 
e a 
3 '^ 
k- C 
_ CO «8 
C ») ^^ 
P TS C 
O ^ " 
-a 
e 
cs 
T3 U 
CO 
CO 
I 
"3 
T3 TJ 
U C 
s « 
CO I G 
** •-
CO ^ 
3 (S 
«= I -
CO 
u o 
CO O 
« *; 
CO C 
* -s >, 
<u S S 
« c 6 
" S o 5- 8 " 
3 « - = 
CO O A 
il P 
I 
a 
00 
CO 
c 
i^ 
o ~ 
* - o 
t> u 
IS .b 
JJ *-V. = 
O U 
E E 
^1 
CO a , 
§•§ 
CO 5 
Ut CQ 
0 ) • 
E o « 
c 
o c a> 
•o E 
CO CO • > . 
«8 4 ) ^ » 
'3 „ S 
o o% CO P 
^ C fc 
D. 3 T3 
E u C 
>= C ctt 
o c 
^ E 
CO • ^ 
A 
CS u 
•o > 
ed •"" 
B B 
O O 
CO 
D. 3 
E u 
J 3 O 
" e « 
•a g > 
= S o 
« S o 
>; iS B 
.t; « o 
> CO - r - • 
3 > n Q. 
o o S S 
u S O O 
e x , u u 
CO 
CD 
B 
O 
U 3 
S3 " 
r\ CO 
. . "is 
•S O 
g SO 
o u 
s: "a. 
0) ' S 
£ E 
B °- • 
> "O E 
.S 2 3 
o o 
c :B " 
O to 73 
E *- S C a 
2 O « 
«> k: u 
c o . 3 
73 -O 
U U 
• * - * C O 
B 3 
o « 
B > 
2 -
-a .2 
o 
> > 4> 
:s N 
ea "-B V 
••-* T n 
B C-g 
§ 2 55 
[ L , CO 3 
nil 
II 
111 
III 
t .2 
«> -a 
u E 
(30 U 
•O to 
B >» 
to « 
A 'tS CO 
B g 3 
•2 -c .2 
u O b 
3 IIS IM 
b CS U 
ca 
B 
O 
*.» 
u 
B 3 
[ L i 
ca 
B 
,o 
* • * -» 
o 
B 
3 
B 
B 
O 
U 
CO 
U CO 
Cl< CO 
U 3 
ca 
B 
,o 
'5 
'> 
•5 
O T3 1^ 
B > 
2 •« 
'E " 
« B 
O « 
O 
3 
T3 
O 
60 
B 
S 2 
O. 60 
Ji a 
"60 .S 
CO =3 
• ca 
o o 
CO > > CO 
? O..S 
« E 55 
s^ o 
3 
X> 
ci s^ 3 
3 
S 
B 
.2 
«a 
u C 
E V 
> 
'•B 
• o 
"5 
od 
• * 
JC 
«. 
o u 
tS 
K 
.1 
^ 4 
o 
1 2 
a. 
o 
1 
u 
CO T3 
B 
ca 
j = 
^ 
2 60 
• « 
E 4J 
E 
S 
*^ 
'3 
O" 
5 §)•? 
CO 
4-* 
o 
3 CO 
• O «> 
O 'C 
O. B 
« § 
o . o J5 — 
"3 O" 
3 
w^ E 
60 
3 
C 
3 
CO 
C 
^ 
S 
5 
k. 
oe" (^ 
E 
o 
CO 
B 
CS 
CO 
E 
.5 
* k l 
CO 
o 
^. 
50 
Tichy etal. [ 1981 ] wrote an article "HRM: A Strategic Approach". From the name of the article, 
it can be inferred that beyond strategic there are some other perspectives of HRM, which could be 
named as functional HRM. 
Guest [1989] mentioned the areas where someofthe HRM fimctions will be termed as strategic 
HRM, that means that, all HRM functions are not strategic ~ some are strategtic and the rest are non-
strategic, i.e. functional. 
According to Hendry & Pettigre w [1986] there are two themes which overlap in strategic HRM 
- strategy and HRM. These are two separatethemes with their own way of thinking'. When these two 
themes overlap 'strategic HRM' emerges. That means, when these do not overlap HRM remains as a 
separate theme. 
Miller [1989] viewed that "all HRM - howeverdefined- isnot strategiceither"; i.e. some HRM 
functions are strategic and some are not. 
Torrington and Hall [ 1995] showed that every element of the HRM process has some strategic 
aspects, which could be termed as strategic HRM. The elements of the HRM process have also non-
strategic aspects and these are not within the domain of strategic HRM. 
Miles and Snow [1984] assert that strategic HRM emerges when HRM process or HRM 
strategies fit with business strategy. That denotes that when not blended with the business strategy, 
HRM process remains as 'non-strategic' (i.e. functional) HRM. 
From the above discussion, it is clear that HRM has two broad areas for discussions—strategic 
HRMandfunctional HRM. 
3) Fitting HRM with business strategy: Authors like. Guest [ 1989], Hendry and Pettigrew [ 1986], 
Miller [ 1989], Miles and Snow [ 1978] and so on, opined that for strategic HRM it is necessary to fit 
HRM process with business strategy. 
Guest [1989] feels that, in orderto be strategic HRM, it is necessary to ensure that HRM is fully 
integrated into strategicplamiing". That is, without thisfittingstrategicHRMvvillnotcomemto being. 
Hendry and Pettigrew [ 1986] told this in a different way. They said that, for strategic HRM, it 
isamustto"matchHRMactivitiesandpolicies to someexplicitbusiness strategy". 
Miller[1989]gavehisopinioninamore direct way saying "fitofHRM with the strategicthrust 
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of the organization" in order to be strategic HRM. 
LikemanyotherauthorsMiles and SnowshowedhowHRM process couldbe linked/fitted with 
the business strategy. 
4) HRM is based on business strategy: According to some authors, when HRM is linked / fitted 
with the business strategy, it is termed as strategic HRM [for example, Hendry and Pettigre w 1986]. 
But there is a controversy whether strategic HRM is completely based on business strategy. Torrington 
and Hall [ 1995:47] showed that there are many types of integration between HRM /HRM strategy 
and business strategy. For example, business strategy could also be based on HRM strategy, instead 
of vice-versa (v^ diich they named as Approach E). On the other hand, it is not essential for strategic HRM 
to link always with the business strategy. 
5) People a re strategic resource: In the HRM (functional or strategic) discipline every author agrees 
that people of the organization should be viewed as not only resource, asset or capital — but also as 
human [e.g., Snell and Dean, 1992] or social [e.g.. Beer etal. 1984] resource, asset or capital. The 
distinction of strategic HRM in compari son with functional HRM, is that in strategic HRM people of 
the organization are considered as 'strategic' (human) resource [Hendry and Pettigrew 1986] in order 
to attain certain 'competitive advantages'. 
6) Planning process: Strategic HRM is a planning process. For example. Miller [ 1989:51 ] says that 
"... the key is to make operational the concept of'fit' - fit of HRM with the strategic thrust of the 
organization.... the development of operational linkages is what strategic HRM is all about". For the 
purpose of this linkage it is necessary to formulate a long-run plan and this planningprocess continues 
until final implementation and feedback are completed. 
7) Strategic aspects of the elements of HRM process: Some authors feel that there are some 
strategic aspects in every element of the HRM process, which are termed as strategic HRM. For 
example, 01ianandRynes[1984:172] showed thestrategicdimensionsofstaffingpTogram,Balkinand 
Gomez-Mejea [ 1990:158] showed the strategic aspects of the compensation plan, and so on. 
8) Competitive advantage: The objective of strategic HRM is to create and sustain a competitive 
advantage forthe organization. The concepf'ourpeoplemake the difference" is theoutcomeofthat 
theme. For example, many successes that IBM has experienced are due, in large part, to its ability to 
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attract and retain skilled employee and managers. The shifting nature and competitive challenges in 
computer marketplace forced IBM to be creative in avoiding employee layoffs and terminations. 
Employees with a long service record with the company were offered early retirement incentives, and 
many production employees were shifted to sales or other activities in the company. Actions such as 
these illustrate that HRM is a crucial part of organizational success [Mathis & Jackson 1985:2] 
From the above discussions the following points could be identified as conclusion: 
* There is a semantics problem between HRM and strategic HRM. 
* Strategic HRM is one of the two broad areas of HRM ~ the other area is the functional HRM. 
* There are some strategic aspects in every element of the HRM process and these are known as 
strategic HRM. 
* IfstrategicHRMprocessorfimctionalHRMprocessoranyoftheirelementfit/blendwithbusiness 
strategy ~ strategic HRM will emerge. 
* Strategic HRM is not completely dependent on business strategy. Without this HRM - business 
strategy link there can be strategic HRM. 
* Strategic HRM is aplanning process and that plan must be a long-term plan. 
* Though in HRM (both functional and strategic) people are considered as 'assets' 'resources' or 
'capital', in strategic HRM it is considered as 'strategic' (human) asset, resource or capital. 
•" The main objective of strategic HRM, which naturally comes in the strategic HRM definition, is the 
creating and sustaining 'competitive advantage' for the business. 
2.3 MODELS OF STRATEGIC HRM 
Models are the diagramic/graphic representations of the abstract thinking. In this section few 
widely discussed models of strategic HRM and a comparisonofU.S. and Euro models ofthe strategic 
HRM are shown. 
2.3.1 Formal models of strategic HRM: 
These models are appearing since 1984 and these provide both analytical tools to understand 
how HRM strategy is developed, and some prescriptions ofarecommended way to develop strategy. 
i) Fomburn, Tichy and Devanna's' maching'model: Fombum e/a/. [ 1984] proposed the basic 
framework shown in exhibit 2.13 and 2.14 below. Exhibit 2.13 represents the location of HRM in 
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relationtoorganizational strategy(itcouldbe noted thatApproachBis used). Exhibit2.14shows how 
activities within HRM can be unified and designed in order to support the organization's strategy. 
Exhibit 2.13: strategic management and environment pressures 
Political forces 
Economic Forces 
,_^  
Cultural forces 
Mission & strategy 
Organisation structure [^  Firm HRM 
Source : Fombum et al. [1984: 35] Strategic Human Resource Management, John Wiley and Sons, Inc., 
Michigan, U.S.A. 
Thestrengthofthismodel is thatitprovidesasimplefiamewoilctoshowhowselection,appraisal, 
development and reward can be mutually geared to produce the required type of employee 
performance. For example, if an organization required cooperative team behavior with mutual sharing 
of information and support the broad implications would be as follows. 
Exhibit 2.14: The human resource cycle 
Source: Fombum et al. [ 1984:41 ] Strategic Human Resource Management, John Wiley and Sons, Inc., 
Michigan, U.S.A. 
Selection: successful experience of team work and sociable, cooperative personality; rather than an 
independentthinkerwho likes working alone. 
Appraisal: based on contribution to the team, and support of others; rather than individual outstanding 
performance. 
Reward: based on team performance and contribution; rather than individual performance and 
individual effort 
There is little doubt that this type of internal fit is valuable. However, question-marks have been 
raisedoverthemodel due to its simplisticresponse to organisational strategy. Thequestion'what ifit 
is notpossibletoproduceahumanresourceresponse that enables the required employeebehaviorand 
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performance?' is never addressed. So, for example, the distance between now and fiiture performance 
requirements; the strengths, weaknesses and potential of the workforce; the motivation of the 
workforce; and employee relations issues are not considered jTorrington and Hall 1995:54]. 
This model has also been criticised because of its dependence ona rational strategy formulation 
rather than on an emergent strategy formulation approach; and because of the nature of the one-way 
relationship with organizational strategy [Ibid]. 
ii)TheHarvardmodel:Thismodel produced by Beer e/flf/. [1984] is an analytical model rather than 
a prescriptive one. The model (shown in exhibit 2.15) recognises the different stakeholder interests 
which impact on employee beha\ior and performance, and also gives greater emphasis to factors in the 
environment which will help to shape human resource strategic choices—identified in the 'Situation 
factors' box. Poole [ 1990] also notes that the model has potential for intemational or other comparative 
analysis, as it takes into account different sets of philosophies and assumptions which may be operating. 
Exhibit2.15: The Harvard frameworkforHRM 
Stakeholder interests 
Shareholders. Management, Employee 
groups, Govemmenl, Community, Unions 
Situational factors 
Workforce characteristics. 
Business strategy and conditions 
Management philosophy. 
Labour maiicet Unions. 
Task technology. 
Laws and societal values 
•j HRSi Policy choices 
Employee influence 
Human resource flow 
Reu^rd systems 
Work systems 
T 
_L. 
HR outcomes 
Commitment, Competence, 
Congrtience, Cost effectiveness 
_L 
Long-term consequences 
Individual well-being. 
Organizational 
effectiveness. Societal 
well-being 
J 
Source: Beer etal. [1984:16] Managing Human Assets, The Free Press, A Division of Macmillan, Inc., N.Y. 
Although Beer etal.'s model is primarily analytical there are prescriptive elements leading to 
somepotentialconfiision.TheseprescriptiveelementsareratherdifFerentfix)mthoseinFombumeraf/.'s 
model, which prescribe matching fitwith organizational strategy andaprocessforengagingwhatare 
identified as the key human resource activities. The prescription in Beer e/a/.'s model is found in the 
box 'HR outcomes', where sp)ecific outcomes are identified as desirable. 
iii) The Warwick model: This model, based on the Harvard model, emanates fi-om the Centre for 
Strategy and Changeat Warwick University.Itcanbe seen fromexhibit2.1fiomHendiyandPettigrew 
[ 1990] the prescriptive elements of the Harvard model are absent and there is a greater emphasis on 
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an analytical approach to HRM strategy. The model gives full recognition to the external context of 
HRM strategy; and also identifies a two-way rather than one-way relationship with organisational 
strategy (approach C & E of section 2.5.2). There is also important recognition of the impact of the role 
of the HRM function on the HRM strategy content. 
In a key statement Hendry and Pettigrew warn against 'treating the design of HRM systems in 
an overly rational way' and have noted the importance of learning to the formulation of strategy. The 
authors of this model recognise Mintzberg's perspective of emergent strategy rather than a purely 
rational top-down planned approach. 
iv) Guest's model: Guest has adapted the Harvard model in a very different way. His model is a 
prescriptive one based on the four HR outcomes. He has developed these into four policy goals: 
strategic integration, commitment, flexibility and quality [ 1989b]. These policy goals are related to 
HRM policies and expected organizational outcomes (as shown inexhibit 2.16). He describes the four 
policy goals as follows: 
Strategic integration: ensuring that HRM is fully integrated into strategicplanning, that HRM policies 
are coherent, that line managers use HRM practices as part of their everyday work. 
Exhibit 2.16: A theory of HRM 
HRM policies HR outcomes Organizational outcomes 
Organization/job design Higii job performance 
Management of change Strategic integration High problem-solving change 
Recruitment,selection, socialisation Commitment Innovation 
Appraisal.training, development Flexibility/adaptability High cost-effectiveness. 
Reward systems. Communication Quality Low, Turnover, Absence, Grievances 
Leadership/Culture/strategy 
Source: Guest, D. [ 1989] 'Personnel and HRM: can you tell the difference? In Personnel Management, Jan. 
Commitment: ensuring that employees feel bound to the organization and are committed to high 
performance via their behavior. 
Flexibility: ensuring an adj^ tableorganizationstructureandfunctional flexibility based onmultiskilling. 
Quality: ensuring a high quality of goods and services through high quality, flexible employees. 
Guest sees these goals as apackage ~ all need to be achieved to create the desired organizational 
outcomes. .. ' ^ j . . , 
/ r 
"^  \cc. No , ;, 
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Clarity of goals gives a certain attractiveness to this model - but this is where the problems also 
lie. Whipp[1992]questionstheextenttowhichsuchashiftispossibleandPurcell[1991]sees the goals 
as unattainable. The goals are also an expression of HRM, as opposed to personnel management, and 
as such bring us back to the debate about what HRM really is and the inherent contradictions in the 
approach (see, for example, Legge 1991). Because of the prescriptive approach bringing with it a set 
of values, it suggests that there is only one best way and this is it. Although Guest [ 1987] has argued 
that there is no best practice, he also encourages the use of the above approach as the route to survival 
ofU.K. businesses. 
2.3.2 U.S. - Vs Euro-model: An international comparison of HR practices clearly indicates that the 
basic functions ofHRM are given different weights indifferent countries and that they are carried out 
differently [Gaugler 1988:26]. Despite differences within Europe, a European approach to strategic 
HRM is discernible. Europeans are increasingly critical of the American model. Looking atthe U.K., 
Guest sees 'signs that.... the American model i s losing its appeal as attention focuses to a greater extent 
on developments in Europe' [Guest 1990:3 77]. 
Central to the notion of strategic HRM as currently propounded is the notion of organizational 
independence and autonomy. Defining and prescribing HRM strategies only makes sense if the 
organizations concemed are free to develop their own strategies. Guest [ 1990] has argued thatthis view 
of freedom and autonomy in strategic HRM is particularly American, related to the American view of 
their country as the land of opportunity in vAdch any individual, throi^ hard workor self-improvement, 
can be asuccess, with the ideal model of the 'rugged individualistor self-reliant small businessman, and 
a vision of the 'fix)ntier mentality.' These ideals are reflected in the comparatively low levels of support, 
subsidy and control provided, or at least conmionly understood to be acceptable, from the state. They 
are visible in the 'private enterprise' culture of the U.S. and in the concept of the right to manage' and 
the antagonism of management towards trade unions. 
These factors are untypical of most European countries. Certainly they have some limited 
acceptability in U.K. but each pointremainsthefocusofconsiderablecontroversyinU.K. In countries 
such as Germany and Sweden, by contrast, these assumptions would be held by only a small minority 
of the population. In the European system organizations are less autonomous. Their autonomy is 
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constrained at a national level, by culture and legislation, at the organizational level, by patterns of 
ownership, and at the strategic HRM level, by trade union involvement, bargaining patterns and 
consultative arrangements and the labor market [Brewster 1994:62]. 
1. Culture and legislation: The U.S. culture is more individualistic and more achievement-oriented 
than most other countries [Hofstede 1980]. These national cultural differences are reflected in 
legislation. OneGermanauthority,Pieper,pointsoutthat'the majordififerencebetweenstrategic HRM 
in the U.S. and in the Western Europe is the degree to which [strategic HRM] is influenced and 
determined by state regulations. Companies have a narrow scope of choice in regard to strategic HRM 
than in the U. S.' [Pieper 1990:82]. The EC particularly through the steps associated with its Social 
Action Program is having an interesting legislative influence on strategic HRM [Brewster and Lockhart 
1992]. 
2. Patterns of ownership: In Europe, as compared to the U.S. A., the state has ahigher involvement 
in underlying social security provision, a more directly interventionist role in the economy, provides far 
more personnel and industrial relations services and is a more extensive employer in its own right by 
virtue of a more extensive government - owned sector [Brewster 1994:63 ]. 
Patterns of ownership in the private sector also vary: firom one side of the Atlantic to the other. 
Although public ownership has decreased to some extent in many European countries in recent years 
it is still far more widespread than in the U.S. A. Nor should it be assumed that ownership in the private 
sector implies the same thing [Ibid]. hi Germany, for example, most maj or companies are owned largely 
by atight network of a small number of substantial banks. Their interlocking shareholdings and close 
involvement in the managementofthese corporations meanlesspressure to produce short-term profits 
and a positive disincentive to drive competitors out of the market place [Randlesome 1990]. 
3.TradeUnion representation: In theU.S.anumberof academics have argued that strategic 
HRM(theconceptandthepractice)isanti-unionandanti-collectivebargaining[Beaumontl991:300]. 
'niedefinition,meaningandreliabilityofunionmembershipfigures vary across countries [Walsh 1985; 
Blanchflower and Freeman 1990]. However, it is quite clearthat, in general, the European countries 
aremoreheavilyunionised than the U.S. [Table2.1] 
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Table 2.1: Union density in the twelve EU countries (1988) and the U.S. A. 
Country 
Denmark 
Belgium 
Ireland 
Luxembourg 
U.K. 
Italy 
Germany 
Density (%) 
732 
53.0 
514 
49.7 
41.5 
39.6 
33.8 
Country 
Portugal 
Netherlands 
Greece 
Spain 
France 
U.SA 
Density (%) 
(30.0)' 
25.0 
(25.0)' 
{\6.0f 
12.0 
(i7.oy 
1 estimates 
21985 
3 1987 data; Source: U.S. Dept. of Labor, Bureau of Labor Statistics, Jan. 1988. 
Source:: OECD Employment Outlook(l99\), Paris. 
4. Employee involvement: In countries such as France and Germany, the establishment of workers' 
councils is required by law. Employers have to deal with workplace (and often wider) workers councils 
wherever the employees request it in Germany, Italy and Portugal. In Greece, the unions can only insist 
on the establishment ofa works council where the organisation is largerthan twenty employees; there 
have to be thirty-five or more employees in theNetherlands, fifty or more in Spain and France, and one 
hundred in Belgium. These various forms of works council have differing degrees of power, but most 
would shock U. S. managers brought up on theories of "management's right to manage". In Germany 
andNetherlands,forexample, employee representatives can resorttothecourts to prevent, orto delay, 
managerial decisions in areas (recmitment, termination, changing working practices) that in the United 
States would be areas for considerable managerial prerogative [Brewster 1994:7]. 
Beyond the workplace, legislation in countries such as the Netherlands, Denmark and, most 
famously,Germany.requiresorganizationsto havetwo-tiermanagementboards, vathemployees 
having right to be represented on the more senior Supervisory Board. Employee representation can, 
depending oncountry,size and sector,rangeupto50%ofthe Board. Table2.2,whichdoesnotinclude 
theenterprise level representational rights conferred by lawon, for example, Italian trade unions, wiiich 
enabletheestablishmentofbodies like works councils, outlines the position. 
These arrangements give considerable (legally backed) powerto the employee representatives 
and,unlikeconsultationintheU.S.forexampIe,theytcndtosupplemaitrathCTthansupplanttheunion 
position. Inrelativelyhighlyunionised countries, it isunsurprisingthatmanyoftherepresentativesoftte 
worforceare,inpractice,tradeunionof&cials.InGermany,asoneinstance,four-fifthsoftiiemareunion 
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representatives. It is clear that employers in Europe have taken steps to expand the degree of 
information given to the workforce irrespective of legal requirements [Brewster e/a/. 1994]. This 
reflects a central theme of standard concepts of strategic HRM - the requirement to generate significant 
workforce commitment. 
Table 2.2: IncidenceofStatutoryWorksCouncils/Statutory Board-level Employee Representation in the Twelve-
Member States 1990 
Country Statutory Works Councils Statutory Board-level Employee 
Representation ___^ 
Belgium * 
Denmark(DK) * 
Federal Republic of Germany (D) * * 
France (F) * * 
Greece * * 
Ireland (IRL) * 
Italy (I) 
Luxembourg * * 
Netherlands (NL) * * 
Portugal (P) * * 
Spain (E) * 
United Kingdom (U.K.) 
Statutory requirements codnfined to state-owned enterprises. 
Source : European Foundation for the Improvement of Living and Working Conditions, 1990. 
However, it is noticeable that this provision of information to the workforce still includes a substantial 
numberoforganizations that areexpandingtheiruseofthe formalised employee representationortrade 
union channels (Table 2.2 and 2.3). 
Table 2.3: The percentage of companies indicating an increase in communication with Employees either through 
staff bodies, verbally or written methods 
Method of communication 
Representative staff bodies 
Verbally.direct to employees 
Written, direct to employees 
CH* D 
27 36 
46 47 
55 47 
OK 
52 
65 
34 
E 
34 
43 
41 
F 
24 
58 
62 
Fin 
62 
66 
57 
In 
12 
58 
41 
I* 
20 
53 
43 
N 
43 
47 
24 
NL 
49 
43 
58 
P 
8 
45 
40 
SUK 
16 12 
63 63 
58 59 
* 1991 data available only. 
CH = Switzerland; Fin = Finland; N=Norway; S = Sweden 
Source : Abstracted from Brewster, C. and A. Hegewisch [1994] Policy and Practice in European human 
resource management. The evidence and analysis from the Price Waterhouse Cranfield survey. 
London: Routledge. 
The point is made equally clearly when upward communication is examined. Across Europe, the 
two most common means, by a considerable margin, are through immediate line management, and 
through the trade unionorworks council chaimel [Brewster e/a/. 1994]. 
Atthe supranational, EU,levelitisclearthattheEuropeanUnionis committed to maintaining the 
roleofemployers and tradeunions. These are referred to, in instructive EUterminology,as the "social 
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paitners'\InpMicular,thelatestproposalsfromtheEuropeanCommissiononthesubjectofemployee 
involvementofferaseriesofoptions forthe member states. These are, ineffect, an attempttodrawon 
the best practice available in all the European countries rather than to impose the system that exists in 
one state on the other [Ibid]. 
Table2.4: ThePercentageofCompaniesReportingLineManagementorTradeUnions/WorksCouncilsas 
Employee Methodsof Communications to Management 
Method of communication 
Line Managers 
Trade Unions / Work Councils 
CH* 
93 
52 
D 
90 
78 
Dli 
S4 
86 
E 
96 
79 
F 
92 
86 
fin 
91 
89 
In 
96 
73 
1* 
92 
52 
N 
93 
95 
NL P 
91 94 
78 29 
S UK 
94 % 
89 69 
* 1991 data available only. 
Source : Abstracted from Brewster, C. and A. Hegewisch [1994] Policy and Practice in European human 
resource management. The evidence and analysis from the Price Waterhouse Cranfield survey. 
London: Routledge. 
From the early 1980s a debate has been widened. Several authors in that period (see for 
example, Fombum 1982,1984;Nkomo 1980;Tichye/a/. 1982), argued that strategic HRM needed 
to follow the corporate strategy literature in acknowledging, and positioning itself in line with, 
environmental influences. Indeed, Beaumontrecentlycommentedthat,^^dlatevertheotherfailingsofthe 
latest writing onstrategicHRM,it'nolongerignoresextemal,economicvariables' [Beaumont 1991: 
22]. This was, for example, included in the 'perspective' proposed by Lengnick-Hall and Lengnick-Hall 
where 'competitive strategy' and 'HR strategy' are still in separate boxes (but boxes which are 
connected or, in their terms, 'mesh') and which are both impacted by extemal issues: for HR strategy 
these issues are labor-market; skills and values; culture and economic conditions. Only the last overlaps 
with issues for competitive strategy [Lengnick-Hall and Lengnick-Hall 198 8:467]. This, and similar 
suggestions from other American authors, are simplified into the position represented in exhibit 2.17 
[Brewster 1994:79]. 
£xhibit2.17: American Models of Strategic HRM 
Business Strategy —> HR Strategy = » HR Practice 
Source: Brewster, C. [ 1992 ;79] European HRM: Reflection of, or challenge to, the American Concept? In P.S. 
Kirkbride[ 1994] (ed.) Human Resource Management in Europe: Perspectives/or the 1990s, Routledge, 
London and New York. 
Theenvuxjnmentisconceivedof as includingdifferentthings. Forexample, Lengnick-Hall and 
Lengnick-Hallincludeeconomicconditions, industry structure, distinct competence, product market 
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/ scope, competitive advantage; Beer et al. [ 1984] include in their 'situational factors' some of these 
HR characteristics (workforce characteristics, management philosophy, task technology) and some 
external ones (business strategy and conditions, labor market, unions, laws and societal values) (for 
ease of representation these are left out of the diagram). 
These approaches have been criticized in the U. S .A. In his article mentioned earlier on human 
relations, Strauss also attacked contemporary approaches as ignoring (or being anti-) trade union and 
being based on a unitary view of organizations [Strauss 1968]. The same criticism have been made 
about theories of strategic HRM. It is in response to this that Beer etal. supplemented the exhibit 2.18 
diagram with the notion of a plurality of interests by including (potentially conflicting) 'stakeholder 
interests' in their classic 'm£^ ) of the HRM territory* [Beer er al. 1984:16]. Interestingly, however, much 
of their succeeding discussion reflects a unitarist concept of the organization; and in fact moves into a 
clearly normative and prescriptive path. 
These models have been subject to significant criticism in Europe. Poole [ 1990] wishes to add 
to the Beer et al. map 'globalization'—the practice of multinational corporations including, centrally, 
the transfer of executives between countries [Brewster 1991 ] -- power and strategic choice. Hendry 
and Pettigrew [ 1990] similarly start from the Beer etal. model and wish to amplify it to categorize the 
factors influencing strategic decision-making in HRM, under the headings of economic', 'technical' and 
'socio-political'. Under 'economic' they include ownership and control, organizational size and 
structure, the growth rate of an organization, industry structure and markets; under 'technical' they refer 
to skill, work organization and labor force requirements of technologies; 'socio-political' encompasses 
the institutional framework, particularly the national education and training system. 
Brewster [1994] proposes a model of strategic HRM (exhibit 2.18) which shows the HR 
strategies interacting with the business strategy. The model also shows, in a simplistic form, that the 
business strategy.HR strategy andHRpracticeoftheorganziationinteract within and with anextemal 
environment of national culture, power systems, legislation, education, employee representation etc. 
Thedotted lines showthattheorganizationanditsHRstrategiesandpractices in turn interact withand 
are part of that environment. The model places HR strategies in close interaction with the relevant 
organizational strategy and external envinxunentinawaythatisforeshadowedinmuchofthe literature 
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but is indicated simply and clearly here [Brewster 1994]. 
This different presentation of the strategic HRM concept extends the model to show factors 
external to the organization as part of the strategic HRM model rather than as external influences upon 
it Itplacesorganizational approaches fiumly\\ithin the national context, thus allowingfliller understanding 
ofsituationsthatdifferfromthoseintheU.S.Theimportanceofthisaspectofthemodelis emphasized 
by recent research findings that confirm that there are significant differences between nations in their 
HRM practices; and that even multinational corporations tend to adapt their HRM to local practice 
[Brewster and Boumois 1991; Rosenzweig and Nohria 1994]. The advantages of this approach 
include abetter fit of the model to the European scene and experience [Brewster 1994]. 
Exhibit2.18: European (contextual) ModelofStrategicHRM 
ENVIRONMENT ORGANIZATION 
International Context includes: 
e.g. European Union 
T 
National Context includes: 
culture, political / legislative, 
economic, social, patterns of 
ownership, etc. 
National HRM Context includes: 
education/training, 
labor markets, trade unions, 
industrial relations, etc. 
Corporate Strategy 
HR Strategy includes: 
integration, development to line, employment 
policies (flows), involvement policies, reward 
policies, work systems, etc. 
HRM Practice includes: 
selection, performance, appraisal, rewards, 
development, etc. 
Source: Brewster.C. [1994] Towards a 'European' model of Human Resource Management, In Journal of 
International Business Studies, 25(3). 
2.4 ELEMENTS OF STRATEGIC HRM 
As the strategic HRM can not be comfortably defined to the agreement of most of the 
commentators, there should nonetheless be basic core elements that can be said to underlie most views 
of the topic if its validity is to be testable. Teasing out the core elements that make up strategic HRM 
is complicated and controversial. Below are the core elements of strategic HRM identified fi-om 
diflferentviewpoints: 
1. Those who consider HRM is strategic focused and HRM and SHRM are identical, like that 
definition whichis shown in section2.2.1(i),proposesomeelementsofSHRM. These elements are: 
* HRplanning * Cost containment & benefit options 
* Evolvinglegal issues * Employee advisory boards 
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* Workforce trends & issues * Compensation planning & strategies 
* Community economic development 
2. AccordingtoTichye/a/. [1981] somelong-rundecisionsofHRMfunctionsarestrategic.They 
cited thefoUowingSHRMelements: 
£'//^ /ovec5 /^ec//oii//>/aceiMC/i/:(i) specify thecharacteristicsofpeopleneededtorunbusinessover 
long-term; (ii) alter internal and external systems to reflect future. 
Rewards (pay and benefits): (i) detennine how workforce will be rewarded over the long-term based 
on potential world conditions; (ii) link to long-term business strategy. 
Appraisal: (i) determine what should be valued in long-term; (2) develop means to appraise future 
dimensions; (iii) makeearly identificationofpotential. 
Development: (i) plan developmental experiences for people running future business; (2) set up 
systems with flexibility necessary to adjust to change. 
Career planning: (i) develop long-term system to manage individual and organizational needs for both 
flexibility andstability;(2)linktobusiness strategy. 
In their SHRM model, Tichy et al. [1982:41] presented the HR cycle. They believe that 
performance is a function of all the HR components namely: 
* 'selecting' people who are best able to perform the j obs defined by the structure. 
* motivating employees by 'rewarding' them j udiciously. 
* 'training and devleoping' employees for future performance. 
* 'appraising'employees in ordertojustifytherewards. 
In addition, performance is a flinctionofthe organizational context and resources surrounding the 
individual. Thus, strategy and structure also impact performance through the waysjobs are designed, 
throughhowthe organization is structured, and throughhow well services or products are planned to 
meet environmental threats and opportunities. 
3. LikeTorringtonandHall[1995]someauthorsmentionedthateveryelementoftheHRMprocess 
has some strategic aspects which could be termed as SHRM. For example, Olian and Rynes [ 1984: 
172] shown thestagesofstaffingprocess and theircorrespondingstrategicdimensions [givenin exhibit 
2.19].01ianandRynes tries to fitthese strategic dimensions with the business strategies proposed by 
Miles andSnow[1984:36-52]. 
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Exhibit 2.19: Stages and Strategic Dimensions of StafOng Programs. 
Stage of Staffing Process Strategic dimsnsions 
Choice of selection criteria 
1 
Selection of recruitment method 
Development of marketing strategy 
Choice of selection techniques 
Final decision 
Types of knowledge, skills and abilities. Skill breath. 
Achievement versus aptitude 
Attitudinal or personality dispositions. Formation of criteria 
Method type. Method mix. Method screening services 
Marketing message. Marketing channels 
Technique content. Technique medium. Technique formality 
Type of decision makers. Number of decision makers. 
Centralization of decision making 
5oMrce:Olian,J.D.&S.L.Rynes[ 1984:172): Organizational Staffing: Integrating Practice with Strategy, In 
Industrial Relations, Vol. 23(2), University of California, U.S.A. 
4. Harvard model proposes that many diverse persomiel and labor relations activities may be 
subsumed under four(strategic) humanresource policy areas. Eachofthe following policy areas, which 
can also be termed as the elements of SHRM, defines a major (strategic) HRM task that general 
managers must attend to whether or not the firm is unionized, whether blue-collar or managerial 
employees are involved, and whether the firm is growing or declining. 
Employee influence: employee decisions are critical general management decisions whether they are 
made explicitly, orasisoftenthecase,implicitly.Itis their (Beetefa/.)assumptionthatchoices about 
employee influence, in the long-run, are inevitable. Unless challenged by employees through unions, 
tumover.govemmentlegislation, or lawsuits, managerspossesmuchofthedecision-makingpower in 
the organization. 
HRJlow: this policy area has to do with the responsibility shared by all managers in an organization 
formanagingtheflowofpeople(atalllevels)into, through, andouttheorganization.Managersmust 
work in concert to ensure that personal flow meets the corporation's long-term strategic requirement 
for the "right" number of people and mix of competencies. Selection, promotion, and termination 
decisions must also meet the needs of employees for job security, career development, advancement 
and fair treatment, and theymustmeetlegislatedstandardsof society. 
Rewards systems: rewards, both financial and otherwise, send apowerful message to employees of 
anorganizationas to what kindoforganizationmanagementseeks to create andmaintain, and whatkind 
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ofbehavior and attitudes management seeks from its employees. Decisions about participation and the 
mix of rewards offered need to be consistent with business strategy, management philosophy, employee 
needs and other HRM policies. 
Work systems: at all levels of an organization, managers must face the task of arranging people, 
information, activities and technology. In other words, they must define and design work. Management 
choices about these arrangements affect the quality of the decisions people make, coordination between 
functions and tasks, the extent to which people's competencies are utilized, the extent to vdiich people 
are committed to organizational goals, and the extent to which people's needs for development and 
quality of work life are met. 
Exhibit 2.20: HR system 
Work System 
ilmployee Influence 1: 
Human Resource Flow Rewards 
Source: Beer etal.[l 984:12] Managing Human Assets, The Free Press, A Division of Macmilian Inc., N. Y. 
The four policy framework can stimulate managers to planhow to accomplish the four maj or 
HRM tasks in a unified, coherent manner rather than in adisjoined approach (exhibit 2.20). 
5. Guest [ 1989b], in his strategic HRM model, proposed four HR outcomes or policy goals which 
are related to HRM policies and expected organizational outcomes. He describes the four policy goals 
(or in other words elements of SHRM) as follows: 
* Strategic integration: ensuring that HRM is fiilly integrated into strategic planning, that HRM 
policies are coherent, that 1 ine managers use HRM practices as part of their every day work. 
* Commitment: ensuring that employees feel bound to the organization and are committed to high 
performance via their behavior. 
* Flexibility: ensuring an adaptable organization structure, and functional flexibility based on 
multiskilling. 
* Quality: ensuring ahigh quality of goods and services through highquality, flexibility. 
Guest sees these goals asapackage-all need to be achieve to createthedesir«dorganziational 
outcomes.. 
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This section could be concluded with Mahoney and Deckop's [ 1986] argument, because almost 
all the elements are mentioned bythem.Theyidentifiedthat(strategic)HRMinvolvesawider and 
broader view in six specific (elements or) areas: 
1. Employment planning: from a narrow technical focus to closer links with business strategy. 
2. Communication with employees: from a collective, negotiating focus to a more general approach 
to more direct communication with employees. 
3. Employeefeelings: from job satisfaction focus to a total organizational culture. 
4.Emp/ojmcn/terms: selection, training, compensationpoliciesfocusonindividualstoaconcem with 
group working and group effectiveness. 
5. Employment cost benefits: from a concern with cost-reduction through such strategies as reducing 
tumover, controlling absenteeism to a focus on organizational effectiveness and the 'bottom line', 
6. Employee development: from development of individual skills to longer-term employment 
capabilities. 
2.5 APPROACHES TO INTEGRATION 
'Integration', in the context of strategic HRM, appears to have dual meaning: integration or 'fit' 
with business strategy andtheintegrationorcomplementarity and consistencyofmutuality* employment 
policies aimed atgenerating employee commitment,flexibility,quality,and the like. Thisdouble meaning 
of integration has been referred to also as the 'external' and 'internal' fit of HRM policies [Baird and 
Meshoulaml988].The problem isthatwhile'fit'with strategy wouldargueacontingentdesignofHRM 
policy, intemal consistency ~ at least with the 'soft' human resource values associated with 'mutuality' 
~ would argue an absolutist approach to the design of employment policy. 
2.5.1 Integration with organizational strategy: A characteristic of strategic HRM is to argue for 
the matching, even the tight meshing, ofHRM strategies withbusiness strategy. Various approaches 
have been proposed. Perhaps themostpopularis to suggest that HRM strategies-inparticular those 
related to recruitment and selection, training and development, appraisal and rewards ~ should 'fit' the 
stage of development at which the organization has arrived in pursuing growth. Typically the 
organization's stageofdevelopment is characterized in terms ofproductorgeographical diversity(e.g. 
singleproduct;singleproduct,verticallyintegrated;growthbyacquisitionofunrelatedbusiness;rclated 
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diversification of product lines through internal growth and acquisition; multiple products in multiple 
countries) and by the associated organizational form (e.g. owner manager/agency; functional separate 
self-contained business; multidivisional; mixed forms; global organization), [see, forexample, Purcell 
(1991),BairdandMeshoulam(1988),Smith(1982),Tichyera/.(1982)].Asimilarapproach,but 
leavingasideexplicitassumptions about organizational growth, is Miles and Snow's [ 1984] identification 
of three basic types of strategic behavior and supporting organizational characteristics, which they term 
'defender', 'prospector' and 'analyzer'. 
The degree of integration with organizational strategy: The degree of integration between 
organizational strategy and HR strategies varies considerably between different organizations. Exhibit 
2.21 shows a range of possible relationships [Torrington and Hall 1995:47]. 
Exhibit2.21: Relationship between organizationalstrategy and HRstrategy 
Organizational strategy HR strategy 
Organizational strategy HR strategy 
Organizational strategy HR strategy 
Organizational strategy HR strategy 
Organizational strategy HR strategy 
Source: Torrington, D.and L. Hall [1995:47] Personnel Management: HRMinAction{3Tiied.), Printice Hall, London. 
hi Approach A there is no relationship at all, if indeed organziational and HR strategy did exist 
in an explicit form in the organization. This is a typical picture of 20 years ago but still exist today, 
particularly in smaller organizations [Torrington and Hall 1995:48]. 
/Ipprooc/ijB representsagro wing recognitionoftheimportanceofpeoplein the achievement 
of organizational strategy. Employees are seen as key in the implementation of the declared 
organizational strategy,andHRstrategyisdesigned to fittherequirementsoftheorganization'sstrategy 
[Ibid]. Tichy etal. [1984] model concentrates on how the HRstrategy can be designed to ensure a 
close fit. 
This whole approach depends on a view of strategy formulation as a logical rational process, 
which remains the view in many organizations. The relationship in Approach B is exemplified by 
organizations which cascade their business objectives down fix)m the senior management team through 
68 
functions, through departments, through teams and so on. Functions, for example, have to propose a 
functional strategy which enables the organizational strategy to be achieved. Departments have to 
propose a strategy which enables the functional strategy to be achieved, and so on. In this way the 
personal function (as with any other) is required to respond to organizational strategy by defining a 
strategy which meets organizational demands [Ibid]. 
Approach C takes the relationship one step further, as it recognises the need for two-way 
communication and some debate. What is demanded in the organization's strategy may not be viewed 
as feasible and alternative possibilities need to be reviewed. 
Approaches D and E show a much closer involvement between organizational and HR 
strategy. Approach D represents the people of the organization being recognised as the key to 
competitive advantage rather thanj ust the way of implementing organizational strategy. HR strategy, 
therefore, becomes critical and, as Baird e/ a/. [ 1983:24-25] argued there can be no strategy without 
HR strategy. Organizational and HR strategy are developed together in an integrated way. It appears 
that the HRMfunctionhasfinallymadeit. The bad news is thatin many organizations this is notthecase. 
People issues may count for a lot, but the HRM function still has some way to go. Storey [1989], 
reporting on a large scale research proj ect, found aclear emphasis on people strategies, for example 
total quality, but also found that HRM fiinction had rarely been involved in developing them [Ibid]. 
Approach E offers an alternative form, different from integration, which places HR strategy in 
prime position. The argument here is that if people are the key competitive advantage, then there is a 
need to build on own people strengths. Logically then, as the potential of employees will undoubtedly 
affect the achievement of any planned strategy, it would be sensible to take account of this in developing 
ownstrategicdirection[Ibid]. Butler[1988] identifieslhismodelas:ashiftfiiomHRastheimplementors 
of strategy to HR as adriving force in the formulation of the strategy. He sees this within the context 
of a model of emergent strategy, as shown in exhibit 2.22. 
2,5.2 Internal integration of strategic HRM themes: Contradictions may be found in the goals of 
commitment, flexibility and quality,andof strong'culture sought bythe'soft'versionofstrategicHRM 
model. 
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Exhibit 2.22: Butler's unifled model ofHRM, strategy formulation and market dynamics 
Marketdisequilibrium 
Market opportunities * Unintended action 
Source of planned and 
intended strategies HRM policies —' 
Intended action • 
Emergent Strategy 
Source: Butler, J .E. [ > 9S8:93] Human resource management as a driving force in Business strategy, In Journal 
of General Management, vol. 13 No. 4. 
First, there seems to be someconfusioriovertheconceptofcommitment.Guest[1987:513] in 
queiying'cominitmeritto\vhat?,ideritifies'rriiiltipleandpethapscompetingcoininitmeiits'toorga 
career, job, union, work-group, and family. If it is assumed that HRM emphasizes high standard of 
performance - 'the excellent companies are measurement happy and performance-oriented.... borne 
of mutually high expectations and peer review' [Peters and Waterman 1982:240] ~ and qualit>' of 
product/service, mdividuals'jobcommitmentwouldseem important, alongwith their desire to develop 
theirskillsandcompetences.Butthe higher thelevelofcommitmenttoaparticularsetofskills, arguably, 
there may occur a decrease in an employee's preparedness to be flexible as between jobs, or willing 
toacceptaredefinitionofajobthatmightdiminishelementstowhichacommitmenthasbeenmade 
[Leggel991:35]. 
Secondly, strategic HRM appears torn between preaching the virtues of individualism and 
collectivism. Atfirstsightmostcommentators,obs«vingitsbackgroundingofcollective, union-based 
employeerelationsanditshighlightingofmdividualskillsanddevelopment,assertthatitisindividualistic 
rather than collectivist in orientation (see, for example. Guest 1987; Storey 1987). In this they are 
supported by much management rhetoric. But, at the same time, there is aparallel emphasis on team 
work, whether in theformofqualitycirclesorfimctionalflexibility,andabove all, onthe individual's 
commitmenttotheorganization,representednotjustasthesumoftheindividualsinit,butrather as an 
organicentity withan interest in survival. The potential conflict betweenemphasizingtheimportanceof 
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the individual ontheone hand, and thedesirabilityofcooperativeteamwoik and employee commitment 
to theorganization on theother,isglossedover through the general assumptionofunitaristic values. 
However, thirdly,thereexistsapotentialtensionbetweenthedevelopmentofastrongcorporate 
culture and employees' ability to respond flexibly and adaptively. Following Brunsson's [1982] 
arguments, 'objective' ideologies (defined as ideas shared by all organizational members), when 
'conclusive' (that is, clear, narrow and consistent) in one sense ~ speed of response ~ can promote 
adaptability. This is because decision can be made quickly as the conclusive ideology ~ read 'strong' 
culture—acts as an effective filter on the acceptability of an action, eliminating lengthy discussion wdiile 
generating commitment to implementing it. But this 'adaptability' is only when the action required 
involves no radical departure from the tenets of the 'stong' culture, as conclusive ideologies rule out 
changes that challenge their assumptions. Leaving aside the stong bureaucratic cultures that inhibit risk-
taking and innovation per se [Golzen 1988],thedevelopmentofaculturecongruentwith an supportive 
of a particular busienss strategy can act as a block to employees adopting different behaviors in 
resposne to changing market demand. 
Yet conclusive ideologies, reflecting strong cultures, Brunsson argues, in the long-term may be 
more amenable to radical shifts than the board, ambiguous ideologies, often taken as symptomatic of 
a'weak'culture. Superficially, whilethe latter mightappeartoallowmoreflexibleresponsesonthe part 
oftheemployee,theirvery vagueness failsto generate the necessary commitmentforefFective action. 
Nevertheless, such ideologies tend to survive as they are difficult to disconfirm, being apparently 
applicable to a wide range of situations. In contrast the very precision of conclusive ideologies allows 
their disconfirmation as individuals' own experience of changed circumstances can not be reconciled 
with their unequivocal prescriptions andjustifications. In these circumstances the ideology (culture) is 
likely to be questioned and replaced. Until a new ideology is in place, Brunsson suggests, it will be 
impossible for the organization to take effective action as the period of transition will be marked by 
conflicts and uncertainties that will inhibit individuals'willingness to makeacommitmentto any one 
course ofaction and hinder coordination [Legge 1991:36]. 
Hence,itcouldbe said that therelationshipbetween'strong'cultures, emplooyee commitment, 
and adaptability containsaseriesofparadoxes. Strong cultures allowforarapidresponse to familiar 
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conditions, but inhibit immediate flexibility in response to the unfamiliar, because of the commitment 
generated to a (now) inappropriate ideology. 'Weak' cusltures, in contrast, when equated with 
ambiguous ideologies, allowflexibilityinresponse to the unfamiliar, but cannotgenerate commitment 
to action. Yet strong cultures, through disconfirmation and eventual ideological shift may prove 
ultimately more adaptive to change, assuming the emergence of anew strong yet appropriate culture. 
This may be at the cost of a transitional period when ability to generate commitment to any course of 
action—new or old — is minimal [Legge 1991:3 7]. 
2.5.3 Strategic management of Human Resources: Although HR activities contribute to an 
organization's success in a variety of ways, ultimately they must support the company's strategies 
[Fulmer 1990:1 -11 ]. Functions, for example, have to propose a functional strategy which enables the 
organizational strategy to be achieved. Departments have to propose a strategy which enables the 
functional strategy to be achieved, and so on. In this way the HRM function (as with the other) is requried 
to respond to organizational strategy by defining a strategy which meets organizational demands. This 
is the Approach B discussed above (section 2.5.1). This view is termed as strategic management of 
human resources [Davise/fl/. 1995:6].Thisviewrequires that managers use HReffortstofurtherthe 
firm's competitive advantage through plans and actions focused on contributing to the economic, or 
"bottom-line", success of the organization [Abovfdstal. 1990; 203s-237s]. Employees are seen, 
according to this view, as key in the implementation of the declared organizational strategy, and HRM 
strategy is designed to fit the requirements of the organization's strategy. Tichy etal. [ 1984] model 
concentrates onhowthe HRM strategy can be designed toensureaclosefit|Torringtonand Hall 1995: 
48]. 
CHAPTER THREE 
RESEARCH DESIGN 
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3,1 REVIEW OF LITERATURE AND RESEARCH GAP 
Strategic HRM is comparatively a new concept originated in the U.S.A. in the 
1980s. In order to find a research gap in this area a thorough review of literature is done 
in the following. 
3.1.1 Shortcomings in the traditional PM framework 
In the 'Personnel Management' journal, Guest [1989] wrote an article named 
'Personnel and HRM: can you tell the difference?' Like Guest [1989], many authors, 
e.g. Fowler [1987], Armstrong [1987] etc., feel that substantively there is little new in 
HRM. In fact, people compare the 'theory' of HRM with the 'practice' of PM. 
Comparing like with like, Legge [1989] concludes that there is not much difference 
between the normative, or 'ideal', models of PM and HRM. However, she finds 
differences in emphasis — which show the shortcomings of traditional PM. For 
example, she says, PM focuses on the non-managerial workforce; on the other hand, 
HRM concentrates on managers and the 'core workforce'. Beer and Spector [1985] had 
also identified some lacunae of PM, for example, PM is reactive, piecemeal interventions 
in response to specific problems; here people are considered as variable cost; in PM 
self-interest dominates, i.e. conflict is a must between stakeholders; it is relationship 
oriented etc. However, by the 1980s, PM had become a well-defined but low status area 
of management. Traditional PM was accused of having a narrow, functional outlook 
[Price 1997:12]. Storey [1989: 5] considers that PM has long been dogged by problems 
of credibility, marginality, ambiguity etc. In order to overcome the shortcomings of 
PM, HRM emerged. 
3.1.2 Emergence and significance of the HRM function 
HRM-type themes, including 'human capital theory' and 'human asset accounting', 
can be found in the literature from the 1970s [Price 1997: 12]. However, the modern 
view of HRM first gained prominence in 1981 with its introduction on the prestigious 
MBA course at Harvard Busiriess School. The Harvard MBA has provided a blue-print 
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for many other courses throughout the world, making its interpretation of HRM particularly 
influential [Beer e/a/. 1984; Guest 1987; Poole 1990]. 
HRM covers all aspects of managing employees in its widest sense and emphasizes the 
role of line managers in overseeing their own staff [Price 1997:23]. HRM is a radically new 
approach to managing people, demarcated sharply from traditional PM [Storey 1989:4]. 
HRM looks at people in economic terms as assets and liabilities to be actively managed. 
Why should HRM attract such attention — particularly from senior managers? From a 
strategic viewpoint Legnick-Hall and Legnick-Hall [1988] identified a clear rationale for 
adopting the HRM approach: 
* HRM offers a broader range of solutions for complex organizational problems. 
* It ensures that an organization's people are considered as well as its financial and 
technological resources when objectives are set or capabilities assessed. 
* It forces the explicit consideration of the individuals who implement and comprise 
the strategy. 
* Two-way links are encouraged between the formulation of strategy and its HR 
implications, avoiding problems which might arise from: 
# subordinating strategic considerations to HR preferences; 
# neglecting an organization's people as a potential source of organizational 
competence and competitive advantage. 
Tichy et al. [1982] points out that HRM is one of the core elements required for 
the organization to function effectively. The literature makes it apparent that HR issues 
have not typically been treated as an integral concern of the organization's strategic 
process [e.g. DeSanto 1983; Harvey 1983; Leontiades 1982; Stybel 1982; Sweet 1981]. 
This oversight, however, appears to be on the threshold of correction, as the 
recent emphasis on 'strategy' is providing the opportunity to bring HR concerns into the 
'nuts and bolts' of the organization [Sweet 1981: 77]. The literature is beginning to 
recognize HR considerations as an essential component of the strategic process [e.g. Tichy 
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1983a, 1983b; Ulrich, Geller and DeSouza 1984]. 
3.1.3 Increasing importance of strategy 
A Strategic orientation is a vital ingredient in HRM. It provides the framework 
within which a coherent approach can be developed to the creation and installation of 
HRM policies, systems and practices [Armstrong 1992: 47]. Why do academics stress 
the importance of strategy? A number of reasons are apparent: 
* Strategic literature emphasizes the internal resources of a business as the source 
of competitive advantage. Such resources must possess four qualities of advantage 
to be maintained: 
i) they must add value to the organization's activities; 
ii) they must be rare and (preferably) unique; 
iii) competitors should have difficulty in copying them; 
iv) they must be unable to be replaced by technology. 
These criteria arise from HR in the form of skills, expertise and experience 
[Storey 1995: 4]. 
* Strategy is intellectual and, therefore, interesting — to academics. It is analytical 
and can be conceptualized in terms of models, abstractions and even numbers. 
In other words, it deals with a business subject within an orthodox academic 
framework [Price 1997: 159]. 
* Strategy is important. It deals with high-level decisions, concerning itself with 
the 'big agenda' [Price 1997: 159]. 
Miller [1989: 36] says about the 'concept of "fit": the fit of HRM with the thrust 
of the organization'. Armstrong [1992: 53] argues that the significant issues in strategic 
HRM is that of integration with overall business strategy. 
3.1.4 Emergence of SHRM 
In the competitive environment of open economy strategy and HRM system are 
becoming significant factors for the corporations. The consideration of strategy and HRM 
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system jointly led to the emergence of SHRM, which is crucial for achieving corporations' 
long-term goals. 
i) Emergence: In the U.S.A. the term HRM has been used for over fifty years as an 
alternative name for personnel management (PM) [Noon 1992: 23]. For most of that 
time, the terms were used interchangeably. However, in the 1980s HRM took on a new 
connotation, one significantly different from traditional PM [Price 1997:1]. The 
concept of SHRM originated in the U.S.A. just after the development of the concept of 
HRM in the 1980s. In the U.S.A., during 1980s, there was a widespread belief that 
HRM is the dependent variable and business strategy is the independent variable in their 
relationship [see for example, Gilbraith and Nathanson 1978; Tichy et al. 1982]. The 
assumption that HRM is derived from corporate and business strategy leads to what 
Boxal [1992: 61] calls the matching model according to which organizational 
effectiveness is achieved by ensuring a tight fit between corporate / business strategy 
and HRM strategy. 
ii) Concept: As an emerging concept SHRM is facing an identity crisis and it is viewed 
and defined from many perspectives. For example, it can be viewed as strategy-focused 
(an example of a major contributor of this view is Beet et al. [1984]), decisionfocused 
(an example of a major contributor of this view is Tichy et al. [1981 ]), content-focused 
(an example of a major contributor of this view is Torrington & Hall [1995]), 
implementation-focused (an example of a major contributor of this view is Miles & 
Snow [1984]) etc. From the detailed review of the SHRM literature, the following 
points can be identified. 
* There is a semantics problem between HRM and SHRM (see for example, Beer et 
al. [1984:13]; Hendry &Pettigrew [1986]; Legge [1991:24]; Brewster [1994:49] 
and so on). 
* SHRM is one of the two broad areas of HRM ~ the other area is the functional HRM 
(see for example, Tichy et al. [1981]; Miles & Snow [1984]; Tichy et al. [1984] 
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Hendry & Pettigrew [1986]; Guest [1989:49]; Miller [1989:48]; Torrington & Hall 
[1995: xvi] and so on). 
* There are some strategic aspects in every element of the HRM process and these are 
known as SHRM (see for example, Olian & Rynes [ 1984: 172]; Balkin &, Gomez-
Mejea [1990: 158] and so on). 
* If SHRM process or functional HRM process or any of their element fit/blend with 
business strategy — SHRM will emerge (see for example, Miles & Snow [1978]; 
Hendry & Pettigrew [1986]; Guest [1989]; Miller [1989] and so on). 
* SHRM is not completely dependent on business strategy. Without this HRM -
business strategy link there can be SHRM (see for example, Hendry & Pettigrew 
[1986]; Torrington & Hall [1995: 47] and so on). 
* SHRM is a planning process and the resulting plan must be a long-term plan (see 
for example. Miller [1989: 51] and so on). 
* 
* 
Though in HRM (both functional and strategic) people are considered as assets, 
resources, or capital, in SHRM it is considered as strategic (human) assets, 
resource, or capital (see for example, Hendry & Pettigrew [1986] and so on). 
The main objective of SHRM, which naturally comes in the SHRM definition, is 
creating and sustaining competitive advantage for the business (see for example, 
Mathis & Jackson [1985: 2] and so on). 
3.1.5 Principles and Models of SHRM 
The main rationale of SHRM is to enhance organizational performance through 
managing human resources more effectively, particularly focusing on the alignment of human 
resources with firm strategy as a means of gaining competitive advantage. Principles and 
models of SHRM are discussed below: 
i) Principles'. The aim of SHRM is to ens^e thatthe culture, slyle and structure of the 
. I ' , c c . N o ••••• ; ,•; 
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organization, and the quality, commitment, and motivation of its employees, contribute fully 
to the achievement of business activities [Armstrong 1992:47]. But how should we practice 
meaningful SHRM? A systematic framework or principle(s) are needed for this. Price [ 1997: 
163] proposed ten principles, each conveniently beginning with 'C ~ in the best management-
guru style. The Harvard model [Beer et al. 1984] has its central four Cs ~ commitment, 
congruence, competence,and cost-effectiveness - three of which are incorporated in the 
ten principles. Torrington [1994:7] has similarly proposed a seven Cs model of international 
HRM, including con5u/ra«c>'and cw//Mre. Price's [1997:163] ten SHRM principles are: (i) 
comprehensiveness — HRM should be closely matched to business objectives; (ii) coherence 
- allocation and activities of HR integrated into a meaningful whole; (iii) control -- effective 
organizations require a control system for cohesion and direction; (iv) communication — 
strategies understood and accepted by all employees; open culture with no barriers; (v) 
credibility — staff trust top management and believe in their strategies; (vi) commitment 
— employees motivated to achieve organizational goals; (vii) change ~ continuous 
improvement and development essential for survival; (viii) competence — organization 
competent to achieve its objectives — dependent on individual competences; (ix) creativity 
~ competitive advantage comes from unique strategies; (x) cost-effectiveness ~ competitive, 
fair reward and promotion systems. 
Price [1997:28] observes that these ten principles are interlocked. Failure to observe 
any of these principles can lead to the breakdown of the people management system. 
ii) Models: Storey [1989] has distinguished between hard and soft forms of SHRM, typified 
by the Michigan and Harvard models, respectively. These hard and soft views of SHRM 
have always been implicit in the concpet but were emphasized most clearly in the mid- 1980s 
by two competing texts. The first was published in 1984, edited by Tichy et al. and the 
second, by Beer et al., was published in the following year. A number of authors (e.g. Legge 
[1989]; Hendry & Pettigrew [1990]; Beaumont [1991]; and so on) have discussed the 
difference between these two approaches. The key distinctive features of the models which 
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come out from the review of SHRM literature are discussed below: 
A. Harvard model: 
(i) the model sees employees as resources, but fundamentally different from other 
resources -- they can not be managed in the same way. The stress is on people 
as human resources [Brewster 1994: 57]. 
(ii) employees are significant stakeholders in any organization. They have their own 
needs and concerns, alongwith other groups such as shareholders and customers 
[Torrington & Hall 1995: 55]. 
(iii) the model acknowledges that management has the greatest degree of power 
[Price 1997: 14]. 
(iv) the model provides a strategic map of SHRM territory which guides all managers 
in their relations with employees. However, the influence of these variables on 
management is undervalued [Hollinshead and Leat 1995: 16]. 
(v) Poole [1990] notes that the model has potential for international or other 
comparative analysis, as it takes into account different sets of philosophies and 
assumptions which may be operating. 
B. Michigan model: 
(i) There are many similarities with the Harvard map but the Michigan model has 
a harder, less humanistic edge, holding that employees are resources in the same 
way as any other business resource (Brewster 1994: 57]. 
(ii) the model is strongly influenced by strategic management literature. SHRM is seen 
as a strategic process, making the most effective use of an organization's human 
resources. Hence there must be coherent HR policies which/// closely with overall 
business strategies [Price 1997:16]. 
(iii) the model is criticised for its dependence on a rational strategy formulation 
rather than on an emergent strategy formulation approach; and for the nature of 
the one-way relationship with organizational strategy [Torrington & Hall 1995: 
54]. 
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Initially the main concern of writers in the U.K. (e.g. Hendry & Pettigrew [1986]; 
Guest [1987] and so on) was to develop a unified working definition of the SHRM 
concept out of the parallel schools that were developing in the U.S., because Europeans 
are critical of the U.S. models. Looking at the U.K., Guest [1990: 377] sees "sign that 
... the American model is losing its appeal as attention focuses to a greater extent on 
developments in Europe". Gaugler [1988: 26] concludes that, "An international 
comparison of HR practices clearly indicates that the basic functions of HRM are given 
different weights in different countries and that they are carried out differently". Pieper 
[1990: 11] also concludes that "a single universal model of HRM does not exists". 
From the discussion above it is clear that all the original and in-depth discussion on 
SHRM are done in the western world and the models and theories are also proposed by the 
westerners keeping in view their own situational and environmental factors. To the best of 
our knowledge no study as such was done in Bangladesh and India, except few articles are 
written on transformation of HRM (e.g. Khan [1998]), emerging challenges in HRM (e.g. 
Saini [1998]) etc. It is safe to conclude, therefore, that SHRM is practically a virgin area so 
far as research on it in the context of developing nations such as Bangladesh is concerned. 
3.2 OBJECTIVES OF THE RESEARCH STUDY 
The present study has been undertaken to achieve one general as well as five 
specific objectives. The general objective of the study is to investigate the usage and 
application of strategic human resource management in Bangladeshi firms. The specific 
objectives of the study, related to business firms in Bangladesh, are laid down as below: 
(a) To identify the corporate and HR strategies followed. 
(b) To ascertain the organizational structure. 
(c) To study the HR system. 
(d) To analyse the position of HR functions in the organization. 
(e) To investigate the policies and processes of SHRM. 
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3.3 SCOPE OF THE STUDY 
The scope of the study is defined in terms of subject coverage, industry coverage, 
location, and period coverage. 
3.3.1 Subject Coverage : 
In terms of subject coverage, the present research study is related to an enquiry 
into the broad area of SHRM. In doing so, the coverage includes issues in human 
resource management, and allied areas which are generally considered as coming within 
the ambit of the personnel related functions and activities within organizations. So far 
as the strategic aspect is concerned, the coverage extends to the issues generally 
accepted as coming within the ambit of strategy formulation, implementation and 
evaluation. 
3.3.2 Industry Coverage : 
In order to achieve the objectives of the study, a wide variety of firms is included 
in the study. The study includes firms like groups of companies, banks, real estate 
firms, garments, chemical and pharmaceautical firms etc. Public corporations could 
not be included in the study due to their unwillingness in sharing information and 
bureaucratic process of seeking access to date. 
3.3.3 Location of the Firms : 
In the 33 sample firms, only 6 firms are located in Chittagong, Rajshahi and 
Khulna divisions — 2 firms from each division. The rest are located at Dhaka. The 
reason for this is that, as Bangladesh is a small country in terms of land area and 
Dhaka is its capital, most of the large firms, which have more than 1000 personnel, 
have their offices in Dhaka. Two newly created divisions, Sylhet and Barisal, have no 
representation in the sample firms. 
3.3.4 Period Coverage : 
The study basically pertains to a period of 5 years starting from 1993-94 to 1998-
99. The researcher believes that 5-year period ik adequate to know the changes taken 
place in the business firms in strategy, structure, position of HR functions, HR system 
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and policies and processes of SHRM areas. 
3.4 METHODOLOGY OF THE STUDY 
The present study is based on the objectives as mentioned in the previous section. 
In the light of these objectives the techniques of investigation to be adopted, tools to 
be used and pattern of analysis to be followed are to be determined. 
3.4.1 Selection of Sample : 
In order to achieve the objectives of the study, purposive sampling technique 
was used. The business firms which have at least 1000 personnel or more were selected. 
Due to the lengthy process of gaining access getting filled-up questionnaire or 
interview-time of the interviewee, 33 firms could be covered in the study. The 
respondents were reluctant to provide information because they had fears, though 
unfounded, about tax, or about competitors or some officials were unusually busy or 
seemed to be busy. 
3.4.2 Sources of Data : 
The necessary quantitative and qualitative data have been obtained from both 
the primary and secondary sources. One of the main source of secondary data is the 
library. The libraries consulted which are located in India are : Maulana Azad Library, 
A.M.U., Aligarh; Seminar Library, Department of Business Administration, A.M.U., Aligarh; 
Ratan Tata Library, Delhi School of Economics, Delhi. The libraries consulted, which are 
located in Bangladesh are : Dhaka University Central Library, University of Dahaka, Dhaka; 
Seminar Library, Faculty of Business Studies, University of Dhaka; Library of Institute of 
Business Administration, University of Dahaka, Dhaka; Library of Bangladesh Institute of 
Development Studies, Dhaka; Library of Bangladesh Institute of Bank Management, Dhaka. 
The other sources of secondary data are : 
1. Ministry of Industry and Commerce, Government of Bangladesh. 
2. Economic Survey, Ministry of Finance, Government of Bangladesh. 
3. Bangladesh Bureau of Statistics. 
4. Export Promotion Bureau, Bangladesh. 
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5. Planning Commission, Dhaka, Bangladesh. 
6. Board of Investment, Prime Minister's Office, Bangladesh. 
7. Annual Report, Bangladesh Bank, Bangladesh. 
8. Publications of representative bodies of industry and trade, and associations, 
like Dhaka Chamber of Commerce and Industries, Dhaka, Bangladesh. 
9. Reports, seminar papers, research papers appearing in various journals and 
periodicals. 
10. Statistics department, Bangladesh Bank, Bangladesh. 
11. Different types of reports of the sample firms, including the annual reports. 
12. UNDP, Human Development Report, various issues, N.Y. 
13. The World Bank, World Development Report, 1994. 
14. Joint reports prepared by the World Bank and the Asian Development Bank. 
With a view to achieving the objectives of the study, primary data were used. 
One responsible executive or officer from each of the 33 sample firms, i.e. 33 
respondents filled-up the questionnaire or provided information. Informal discussions 
have also been made with other officials to know their opinion about different issues. 
3.4.3 Design and Content of Questionnaire / Interview Schedule : 
In order to get the necessary primary data, a questionnaire was designed through 
identifying the current SHRM issues, which was partly structured and partly open-
ended (refer to Appendix-I), in the light of the objectives of the study. Before finalizing 
the questionnaire, it was pre-tested in six business firms in Bangladesh. After pilot 
testing the questionnaire, necessary changes were made and the questionnaire was 
finalised. 
In the questionnaire there are 29 questions. These questions were asked to get 
information on 7 broad areas : (i) Profile of the respondents (question nos. 24 to 29), 
(ii) Profile of the responding firms (question nos. 20 to 23), (iii) Strategy of the 
responding firms (question nos. 1 and 7), (iv) Organizat^ional structure of the responding 
firms (question nos. 4, 5 and 6), (v) Position of the HR function (question nos. 2, 3, 
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18 and 19), (vi) The HR system (question nos. 8 to 12), (vii) Policies and processes of 
SHRM (question nos. 13 to 17). 
In order to know the characteristics of the HR system of the responding firms 
(question no. 8), three different 5-point scales were used. Firstly, open-close scale. 
Open refers to transparency to the personnel about the personnel and the organization's 
activities; while close refers to the just of opposite meaning of that. Secondly, 
democratic-autocratic scale. Democratic refers to participative working environment; 
while autocratic refers to just of opposite meaning of that. Thirdly, liberal-conservative 
scale. Liberal means permissive and tolerent; while conservative refers to just of 
opposite meaning of that. 
3.4.4 Method of Data Collection : 
Every effort was made to build a rapport with the respondents. They were told that 
the study was an academic exercise and had nothing to do with their company management 
or any other external agency. They were assured of the confidential nature of their reports 
to the researcher. The researcher introduced himself as a teacher of the university as a 
means of convincing them that the study was an academic pursuit. No executive / officer 
wanted to provide any information immediately. In order to get the necessary information 
the researcher had to follow the following step by step process: 
Step 1 : Taking permission from the chief executive of the firm. 
Setp 2 : Appointment with the interviewee. 
Step 3 : After seeing and getting the questionnaire, the interviewee takes time — 
normally one week to 10 days; in some cases 2/3 weeks. 
Step 4 : Within this time the interviewee had to be given reminders which was normally 
twice or thrice in most cases. 
On an average, it took about a week to seek information, get the questionnaire filled 
up, and conduct the interview with one firm. 
3.4.5 Data Analysis Techniques : 
The collected primary data have been processed, analyzed, and presented in order 
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to make them suitable for the purpose of analysis and conclusions. For the structured part 
of the questionnaire few statistical techniques viz. percentage, ratio analysis, mode or/and 
mean were used and for the open-ended part of the questionnaire qualitative analysis, through 
identifying issues, was done. 
3.5 SYNOPTIC VIEW OF THE STUDY 
The synoptic view of the present study is given in exhibit 3.1. This is intended to 
provide information regarding the research process adopted for the study. 
3.6 LIMITATIONS OF THE STUDY 
The study has some limitations. The main limitations are : 
/ . Subject coverage: The study was confined to workable limits as there are several 
issues that can be incorporated. For example, relation between HR strategy and business 
strategy, relation between HRM elements, e.g. selection, training etc. and business 
strategy etc. have been excluded due to numerous constraints. 
2. Time constraint'. The duration of the course has a time limit and the researcher is 
expected to complete the study within the prescribed time. 
3. Sample size: In view of the limited resources and time for disposal, the sample size 
was confined to 33 firms. 
4. Cost constraint: Research has increasingly become cost-intensive which put constraints 
on the use of primary sources of data. Due to this constraint two newly created divisions, 
Sylhat and Barisal, have no representation in the sample firms. 
5. Industry coverage : A wide variety of firms is included in the study. Public 
corporations could not be included in the study due to their unwillingness in sharing 
information and bureaucratic process of selecting access to data. 
6. Analysis : The analysis of data is limited to usage of simpler statistical techniques 
as it is felt that, being exploratory, the present research study does not warrant 
application of sophisticated and advanced techniques in research methodology. 
- J 
0« cs 
J3 
u 
es 
^ 
u 
o 
a 
ro 
.a 
(a3 
• a 
c 
cz 
00 
c 
-^  S! 
V 
5 f 
CM ( S 
c c 
o 
t/l 
3 
O 
^ 
ii 
5 
c: 
z±r 
r» 
V 
s f 0. 
— 
^^  
w 
n 
• f 
e. 
11 
o -2 
11 
Z S 
fi 
' 
H 
• 
1 = 
c S 
*^  u 
u f ^ 
— o 
g-t 
. s* 
eo-a 
c u 
•~ — "^  2 s B 
— O K 5 = * e j< 00 
" I 
u 
x: 
o 
«^  
V 
J S 
•» *" 2 c 
• >-o -a 
~ g s 
u v> 
^ % ' | 
o ° r> 5 S.-g 
f 
•s^ * 
— — JJ III 
III S V) 
•n 
o. 
w 
«5 
«i 
*55 
u f 
*-• < u o 
c 
o 
s • — 
E 
^ 3 (/5 
ca 
e« Q n fi 5 c t« < <= 
f 8 
S S 
-1 
»n O 
-^.1 * - W l 
^ g 
u u 
J : .2 
— -o 
<-> a* if 
—> .5 u C — Q. o b. eo 
^ > ^ 
1 
>s 
*m 
5 1 
•S 
i 
•a 
c 
a 
i & 
•g 
c 
g 
8 
-4u=: 
ffl 
III 
Si 
V) 
1l 
}!!! 
I 
"s 
f 
«s .> 
II 
•g 
1 
- 4 -
•o 
u 
*^  a 
*« 
•s 
>> •o § 
•o 
c CO 
J 
l a 
1 
a Q . 
1 
M 
U 
o 
1 
1 1 « 
u J: 
o 
c 
M 
•o 
> 
WE:: 
J J 
£ 
<*-
o 
M 
1 
E 
1 
o 
1 
. 2 
^ 
s 
a 
1 
•-
1 
> s 
•a fi g tf " 1 
1'' il 1 l i s ffl^ 1 a S 11 .f 
•s g .s = j= -g 
eo c * a S a 
aoaOMTi o 8 M O 
86 
CHAPTER FOUR 
ANALYSIS AND INTERPRETATION OF FINDINGS 
4.1 Profile of the Respondents 
4.2 Profile ofthe Responding Firms 
4.3 Strategies Followed by the Responding Firms 
4.4 Organisation Structure ofthe Responding Firms 
4.5 Position ofthe HR Functions 
4.6 HR System 
4.7 Policies and Processes of SHRM 
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The various issues related to the analysis and interpretation of findings are discussed 
in this chapter. The chapter begins with outlining the profile of the respondents and profile 
of the responding firms. Then strategy and structure of the responding firms are discussed. 
Finally the position of the HR function, HR system and policies and processes of SHRM are 
highlighted. These issues of the present chapter are discussed below in seven sections. 
4.1 PROFILE OF THE RESPONDENTS 
In this section designation, experience, age group and level of education of the 
respondents are outlined. 
4.1.1 Designation of the Respondents: 
Among the respondents, table 4.1 refers, though the highest number are officers 
(28%), maximum (54%) of the respondents are from the second highest level to the mid-level 
[no. (iii) to (v)] of the organizational hierarchy. 
Table4.1: Designation of the respondents 
Designation 
(0 
(ii) 
(iii) 
(iv) 
(V) 
(vi) 
(vii) 
(viii) 
(Executive) Chairman (of the Board) 
Managing Director 
Director/Executive Director/Group Director 
Assistant General Manager/Deputy General 
Manager/Assistant Vice President/ 
Vice-President/Senior Vice President 
Assistant Manager/Manager 
Officer/Senior Officer/Executive Officer / 
Labor Relation Officer 
Supervisor 
Personal Secretary to the Managing Director 
number of responding 
firms 
1 
2 
5 
7 
6 
9 
2 
1 
% 
3 
6 
15 
21 
18 
28 
6 
3 
4.1.2 Experience of the Respondents: 
Table 4.2 tells that 37% of the respondents have 5 to 10 years experience in the 
present position and 70% [no. (ii) + (iii)] of the respondents have an experience of 2 to 10 
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years in the present position. 48% [no. (ii) + (iii)] of the respondents have an experience of 
2 to 10 years in the present organization, while 24% [no. (v)] of the respondents have 20 
years or more experience in the present organization. 45% [no. (i) + (ii)] of the respondents 
have a total length of experience of upto 10 years; while 52% [no. (iv) + (v)] of the 
respondents have more then 15 years total length of experience. 
Table 4.2: Experience of the respondents 
Range in years 
(') 0-2 
( i i ) 2 - 5 
(iii) 5-10 
(iv) 10-20 
(v) 20 & above 
Experience in 
present position 
no. of 
responding 
firms 
07 
11 
12 
nil 
03 
% 
21 
33 
37 
00 
09 
Experience in 
present organ. 
no. of 
responding 
firms 
4 
8 
8 
5 
8 
% 
12 
24 
24 
15 
24 
Total length of 
experience 
range in 
years 
0 - 5 
5 - 10 
10-14 
15-20 
20 & above 
no. of 
respon-
ding firms 
09 
06 
01 
05 
12 
% 
27 
18 
3 
15 
37 
4.3 Age Group and Level of Education of the Respondents: 
Table 4.3 denotes that 76% [no. (ii) + (iii)] of the respondents age is between 30 to 
60 years. 63% [(no. (i) + (ii)] of the respondents age is within 45 years, i.e. they are 
comparatively young. Table 4.3 also shows that maximum number of the respondents have 
a post-graduate degree (52%), while 85% of the respondents have graduate and post-
graduate level of education [no. (ii) + (iii)]. 
Table 4.3: Age group and level of education of the respondents 
Age group 
Age-range in years 
(i) Less than 30 
(ii) 30 - 45 
(iii) 45-60 
(iv) 60 & above 
no. of 
reqx)nding 
firms 
7 
14 
11 
01 
% 
21 
43 
33 
03 
Level of Education 
Qualifications 
(i) Doctoral (e.g. Ph.D.) 
(ii) Post-graduate (e.g.M A ) 
(iii) Graduate (e.g. B. A.) 
(iv) Under-graduate 
(e.g. matriculation) 
no. of 
responding 
firms 
1 
17 
11 
04 
% 
3 
52 
33 
12 
4.2 PROFILE OF THE RESPONDING ORGANIZATIONS/FIRMS 
This section consists of the pattern of ownership, sector to which the orgnaizations 
90 
belong, number of employees and the location of the responding firms. 
4.2.1 Pattern of Ownership of the Responding Firms: 
Table 4.4 shows that maximum of the firms (58%) investigated are private limited 
companies. The last category (no. vi) in the table 4.4 includes a wafq organization and two 
groups of companies. 
Table 4.4: Pattern of ownership of the responding firms 
Ownership pattern 
(i) Sole Proprietory 
(ii) Partnership 
(iii) Government owned 
number of 
responding 
firms 
03 
nil 
05 
% 
09 
nil 
15 
Ownership pattern 
(iv) Private Ltd. co. 
(v) Public Ltd. CO. 
(vi) Others 
number of 
responding 
firms 
19 
03 
03 
% 
58 
09 
09 
4.2.2 Sector to which the Responding Firms belong: 
Table 4.5 tells that manufacturing sector covers the maximum number (73%) of 
responding firms, while a handsome number (21 %) is in service. 
Table 4.5: Sector to which the responding flrms belong 
Sector 
(0 Manufacturing 
(ii) Service 
(iii) Both manufacturing and service 
Number of 
responding firms 
24 
07 
02 
% 
73 
21 
06 
4.2.3 Number of Employees of the Responding Firms 
Table 4.6 refers that in the investigation two groups of firms had got emphasis — firms 
which have more than 2000 employees and firms which have slightly more than or equal to 
1000 employees. 
Table 4.6: Number of employees of the responding Arms 
Range of the employee-number 
(0 1000-1200 
(ii) 1200-1400 
(iii) 1400-1600 
(iv) 1600-2000 
(v) 2000 & above 
4.2.4 Location of the Responding Firms: 
Number of 
responding firms 
07 
M 
M 
04 
14 
% 
21 
12 
12 
12 
43 
Table 4.7 highlights that 18% [no. (ii) + (iii) + (iv)] of the responding firms located 
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outside Dhaka; the rest are located in Dhaka — the capital and the largest city of Bangladesh 
in terms of business and population. 
Table 4.7: Location of the responding firms 
Name of the place 
(i) Dhaka 
(ii) Chittagong 
(iii) Khulna 
(iv) Rajshahi 
Number of 
responding firms 
27* 
02 
02 
02 
% 
82 
06 
06 
06 
* Several firms located elsewhere have their headquarters/registered office at Dhaka 
4.3 STRATEGIES FOLLOWED BY THE RESPONDING ORGANIZATIONS/FIRMS 
Business strategies followed by the responding firms in the last five years and HR strategic 
changes in the responding firms over the last five years will be discussed in this section. 
4.3.1 Business Strategies Followed by the Responding Firms 
Table 4.8 shows that 76% (:^25/33) of the responding firms are following diversification/ 
integration strategy. The reason behind following a diversification strategy is that people want to 
diversify and minimize their business risk. The next highest number of firms are following 
production expansion strategy. Only two firms are following joint venture strategy and two are 
following market expansion strategy. 
Table 4.8: Business strategies followed by the responding firms 
Name of business strategies 
(i) Diversification / integration 
(ii) Joint venture 
(iii) Production expansion 
(iv) Market expansion 
Number of responses* 
25 
02 
07 
02 
* Note: (0 Some firms have provided multiple response, 
(ii") One firm did not provide any response on this. 
4.3.2 HR Strategic changes in the Responding Firms 
When asked about the HR strategy-change over the last five years, 76% (2: 25/33) 
answered either in negative or as not known. The rest have mentioned about a number of HR 
strategic changes over the last five years, given in table 4.9. Among the respondents of this 
question, 5 firms have developd their management information system (MIS). It reveals that now-
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a-days business firms are relying more on the system of management information. Among the 5 
firms, 2 firms are storing the personal-information of the personnel in the computer-system. That 
means that these 2 firms are in the initial stage of using MIS. 
Table 4.9: HR strategic changes over the last five years 
HR strategic changes 
(i) Management information system (MIS) developed 
(ii) Performance appraisal system introduced / 
modernized/made systematic 
(iii) Making individual work initiative to performance-oriented 
(iv) Introducing profit-sharing with personnel 
(v) Introducing individual accountability 
(vi) Leave policy changed 
(vii) Introducing decentralization of power 
Number of responses* 
05 
04 
01 
01 
01 
01 
01 
Note: (0 Some firms have provided multiple response, 
(ii) Only 8 firms responded to this question. 
In the HR strategic change category, the next highest number of firms are concemed about 
their performance appraisal system. They have either introduced the system, if the system had not 
there; or modernised or made systematic, if the system had already been there. Performance 
appraisal system is an important tool to know the employee-productivity and - weaknesses and to 
show them the areas in which they need training and development. Ultimately this system leads to 
organizational profitability. Only one firm each have mentioned about the rest of the HR strategic 
changes. Among these, profit-sharing with personnel is a new and dynamic but rare HR strategic 
changes in Bangladesh. 
4.4 ORGANIZATION STRUCTURE OF THE RESPONDING FIRMS 
This section consists of three subsections, viz., first, managerial hierarchical levels in the 
organizational structure of the responding firms; second, \\iiether the responding firms have taken 
any initiative/s to create small independent units like profit center or strategic business unit (SBU) 
in the last five years; and third, any other change/s, apart from the above two, done in the 
organization structure of the responding firms during the last five years. 
4.4.1 Managerial Hierarchical Levels 
In this subsection discussion will be made on the number of levels in the managerial 
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hierarchy and changes brought out in the number of levels during the last 5 years, 
(i) Number of levels in the managerial hierarchy: Table 4.10 shows that highest number of 
the responding firms have 6 levels of managerial hierarchy. 80% of the firms have 4 to 6 levels of 
managerial hierarchy. 42% have only 3 or 4 levels, i.e. fewer levels of managerial hierarchy. 
Table 4.10: Number of levels in the managerial hierarchy in the organization structure of the responding firms 
Number of levels in the managerial 
hierarchy 
03 
M 
05 
06 
07 
Number of 
responding firms 
W 
09 
06 
10 
02 
% 
13 
29 
19 
32 
07 
Note: 2 firms did not provide any response to this question. 
(ii) Changes in the number of levels of the managerial hierarchy: Table 4.11 refers that 
69% of the responding firms did not change their number of levels in the managerial hierarchy. 
One-fourth of the responding firms have increased their number of that levels. That means that 
either they have reorganized their organization structure for better management or they have 
increased the levels of managerial hierarchy for the expansion of their firms. 
Table 4.11: Changes in the number of managerial hierarchical level in the organization structure of the 
responding Firms over the last Tive years. 
Changes in the level of 
managerial hierarchy 
Increase in level 
Decrease in levels 
No changes in levels 
Number of 
responding firms 
06 
02 
22 
% 
25 
06 
69 
Note: One firm did not provide any response to this question. 
4.4.2 Whether taken Initiative to Create Small Independent Units 
Some firms have extensive interests in different businesses, and top managers have 
difficulty organizing these firms' complex and varied activities. Approaches to deal with this 
problem are creation of the strategic business units (SBUs), profit centers etc. Table 4.12 refers 
that 90% did not create any such independent units. Only 3 firms have created such imits. This 
number is small, but seems to be encouraging. 
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Table 4.12: Whether the responding Arms have taken any initiative/s to create small Independent units 
like profit center or SBU in the last five years 
Response of the firms 
No 
Yes 
Number of 
responding firms 
27 
03 
% 
90 
10 
Note: 3 firms did not provide any response to this question. 
4.4.3 Other Structural Changes 
The respondents were asked to recall whether any other change/s, apart from those 
reported in section 4.4.1 and 4.4.2, were done in the organization structure of their firms during 
the last 5 years. Only 30% of the responding firms told that they made some changes in the 
organization structure. The changes made by these firms can be grouped in three broad categories, 
discussed below: 
(i) Expansion of organizational size/functional department: Those who have provided 
responses to this question, 80% of them fall in this category. These firms are making mainly two 
kinds of expansion: (a) openning of new branches, and/or (b) creating new department or division. 
(ii) Changes within organization /functional department: Only two firms have reported 
that they have changed the structure within organization or fiinctional department. One firm said 
that they had organized the financial system of the organization. The other firm said that they 
brought out changes in the accounting and budget departments. Both firms seem concerned about 
the financial matters of their organizations. 
(iii) Reduction in the organizational size : One firm has reported that they had reduced the 
organizational size by cutting unnecessary posts and reducing personnel. They also dropped the 
unprofitable products and brought out changes in the relevant department. 
4.5 POSITION OF THE H R FUNCTIONS 
In order to discuss about the position of the HR functions in the responding firms the whole 
section is divided into five subsections: representation of the HR functions at the top-level 
management committee; the designations of the persons who represent the HR fiinctions at the top 
level; weedier the position of the HR functions is on par wdth other functional areas like production. 
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marketing etc. or not; how much emphasis is given on HR; and lastly whether the firm has taken 
help from any external agency such as an independent consultant for advising the firm on the HR 
activities or not. 
4.5.1 Representation of the HR Functions at Top-Level Management Committee 
Table 4.13 reveals that maximum number of the responding firms (61 %) believe that their 
HR fiinctions are properly represented at the top-level management committees. Among the 
responding firms at least 73% firms understand the importance of HRM as they are partly or fiilly 
representing their HR fimctions at the top level committees. Here partly representation may mean: 
(a) sometimes these functions are represented but not always, (b) lower level HR manager are 
representing the HR ftinctions at the top-level, and/or (c) organi2ations which do not have any HR 
department but have representation at the top-level management committees. 
Table 4.13: Whether HR function is represented at the top-level committee 
Whether represented 
Yes 
No 
Partly 
Firms' response 
20 
09 
W 
% 
61 
27 
12 
4.5.2 Designations of the Persons who Represent the HR Functions at the Top Level 
Management Committees 
Table 4.14 shows that 42% of the responding firms have separate HR departments. 
Naturally it can be said that they implicitly recognize the importance of the HR practices. 30% t 
15% +15%) of the responding firms' senior executives are looking after the HR departments and 
these executives are representing the HR fimctions at the top-level management committees. 
Table 4.14 also shows that 58% of the responding firms do not have separate HR 
departments, but have representation for HR matters at the top-level management committees 
46% (2:4% + 31% + 11%) of the responding firms' senior executives are representing their 
respective HR fimctions, though these firms do not have separate HR departments 
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Table 4.14: The designation of the persons who represent the HR functions at the top-level committees of the 
responding organizations 
Responding firms which have HR departments 
Designation 
(i) Group Director (HRD)/ 
Execute Director (HRD) 
(ii) Senior Vies President (HRD)/ 
Deputy General Manager 
(iii) Manager (HRM) 
No. of 
firms 
04 
04 
03 
% 
15 
15 
12 
Responding firms which have no separate HR departments 
Designation 
(i) Managing Director (MD) 
(ii) Executive Director (Admin)/ 
General Manager (Admin.) 
(iii) Asstt. General Manager 
(Admin.)/Deputy General 
Manager (Admin.)/Senior 
Vice President (Admin.) 
(iv) Personal Secretary to the MD 
(v) Labor Relations Officer 
(vi) Supervisor 
No. of 
firms 
01 
08 
03 
01 
01 
01 
% 
04 
31 
11 
04 
04 
04 
Note: 7 firms did not provide any information on this. 
SO'* b of the responding firms' senior executives are representing the HR functions which 
have separate HR departments and 46% of the responding firms' senior executives are 
representing the HR functions which have no separate HR departments. This reveals that senior 
executives of the firms which have no separate HR departments are more involved in representing 
the HR functions at the top-level management committees. The other interesting finding is that a 
total 76% (2 30% + 46%) of the responding firms' senior executives are involved in representing 
the HR functions at the top-level management committees irrespective of whether they have 
separate HR departments or not, i.e. senior executives / managers are more involved in 
representing the HR functions. 
4.5.3 Whether the Position of HR Functions is on Par with Other Functional Areas or Not 
Table 4.15 shows that 45% of the responding firms' position of HR functions are on par 
with other functional areas like production, marketing etc. But table 4.13 shows that 61 % of the 
responding firms believe that their HR functions are properly represented at the top-level 
management committees. This reveals that 16% 1 6 1 % - 45%) of the responding firms, which do 
not have the position of HR function on par with other functional areas like production, marketing 
etc., have proper representation of HR functions at the top-level management conunittees. 
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Table 4.14 tells that 33% of the responding firms have separate HR departments (also 
refer to section 4.5.2). This means that, 3% 145% - 42%) of the responding firms, which do not 
have separate HR departments, consider HR functions on par with other functional areas like 
production, marketing etc. 
Table 4.15: Whether the position of HR function is on par with other functional areas like production, 
marketing etc or not 
Response 
No 
Yes 
Number of 
responding firms 
IS 
15 
% 
55 
45 
4.5.4 Emphasis Given on HR: 
In order to discuss the emphasis given on HR and its relevant table 4.16, it would be 
helpful to recapitulate the approaches of SHRM (refer to section 2.5) given by Torrington and Hall 
[1995: 48]. The basic approaches are given below : Approach A: There is no consideration 
whatsoever of HR issues in the preparation of corporate strategy; Approach B: HR strategy is 
derived firom the corporate strategy i.e. the purpose of HR strategy is to match the requirements of 
the corporate strategy in all possible ways; Approach C: Corporate and HR strategies have a 
two-way relationship with some ideas being initiated by the HR managers; Approach E: HR is tiie 
driving force in the development of corporate strategy. 
Table 4.16 shows that 30% of the responding firms follow Approach A, i.e. they do not 
give any emphasis on HR. The rest 70% of the responding firms have at least some consideration 
about HR issues. 12% of these firms believe that in some areas corporate and HR strategies have 
a two-way relationship (Approach C). 15% of the responding firms believe that HR is the driving 
force in the development of corporate strategy (Approach E). It could be noted here that 
Approach D (proposed by Torrington and Hall 1995: 48) is omitted here in order to avoid 
confiision among Approach B, Approach C and Approach D by the respondents. 
Table 4.16: Emphasis given on HR 
Name of the Approach 
Approach A 
Approach B 
Approach C 
Approach E 
Number of 
responses 
10 
15 
03 
05 
% 
30 
46 
09 
15 
98 
4.5.5 Whether Taken Any External Agency Help for Advising the Firm on the HR 
Activities: 
Table 4.17 refers that a good percentage of firms (24%) are taking help from external 
agency to develop their HR ftmctions. It can be said that firms which are taking help fi-om external 
agency are considering HR function as specialized functions and these fiinctions cannot be 
performed by the persons who do not possess specialized knowledge in HR areas. 
Table 4.17: Whether the firm has taken any external agency help such as an Independent consultant for 
advising the flrm on HR activities 
Taken external agency 
help or not 
Taken help 
Not taken help 
Number of 
responding firms 
06 
25 
% 
24 
76 
4.6 THE HR SYSTEM 
This section presents the findings related to the HR system in Bangladeshi firms. Five 
subsections describe the characteristics of the HR system, system of communication / information 
sharing, measures taken for employee empowerment, level of middle-level managers' 
representation in the decision making, and control exercised by the headquarters on the local level 
units of the responding firms which are geographically dispersed organizations, 
4.6.1 Characteristics of the HR System: 
In order to know the characteristics of the HR system of the responding firms three 
different 5-point scales were used. Firstly, open-close scale. Open refers to transparency to the 
persormel about the personnel and the organization's activities; while close refers to the just of 
opposite meaning of that. Secondly, democratic-autocratic scale. Democratic refers to 
participative working environment; while autocratic refers to just of opposite meaning of that. 
Thirdly, liberal-conservative scale. Liberal means permissive and tolerent; while conservative 
refers to just of opposite meaning of that. 
In the first scale 29 firms responded. In the 5-point scale firms' responses were more on 
3rd points (i.e. middle of the scale) and equal number of firms have responded on 2nd and 4th 
point. 2 firms have reported that they are completely open. The weighted average score is 2.86. 
This means that firms are more tended toward openness than closeness (exhibit 4.18). 
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Table 4.18: Characteristics of the HR system of the responding Tirms 
Open 
1 
2 
3 
4 
5 
Close 
(Weighted 
Note: (1] 
No. of 
firms' 
(E 
06 
15 
06 
nil 
average score is 2 
4 firms did not pr 
.86) 
ovic 
Democratic 
1 
2 
3 
4 
5 
Autocratic 
No. of 
firms 
02 
W 
17 
10 
nil 
(Weighted average score is 3.06) 
eany respons e to this part of the qi 
Liberal 
1 
2 
3 
4 
5 
Conservative 
(Weighted average 
lestion. 
No. of 
firms' 
02 
02 
09 
06 
nil 
score is 3.47) 
(2) 14 firms did not provide any response to this part of the question. 
In the second scale all 33 firms responded. In the 5-point scale most of the firms 
responded to the 3rd point. 10 firms responded to the 4th point and 6 firms in the 1st and 2nd 
points. The weighted average score is 3.06. That means that firms have a tendency toward more 
autocratic. 
In the third scale only 19 firms responded. In the 5-point scale most of the firms responded 
to the 3rd point. 6 firms responded to the 4th point and 4 firms in 1 st and 2nd points. The weighted 
average score is 3.47. That means that firms have a tendency toward more conservative. 
4.6.2 System of Communication /Information Sharing: 
In order to know the system of commvmication or information sharing questions were 
asked on the policy regarding information sharing, frequency of issuing of circular/notices 
regarding matters that affect the employees and form in which bulk of communication takes place. 
4.6.2.1 Policy regarding information system: Table 4.19 shows that 77% of the responding 
firms have no explicit policy regarding sharing of information with the employees. 23% of the 
responding firms have an explicit policy about this. Those who have an explicit policy regarding 
sharing of information, when asked, mentioned their specific policies. These policies can be 
grouped into two categories, viz. 
a) formal way of sharing information: such as monthly meeting, monthly co-ordination 
meeting, staff advisory committee, management committee etc. 
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b) informal way of sharing information: such as practice is transparent, discussions in the 
managers' informal meeting, lower level personnel express their feeling to the higher level etc. 
Table 4.19: Whether the responding firms have an explicit policy regarding sharing of information 
Firm's response 
No 
Yes 
Number of 
firms 
23 
07 
% 
77 
23 
Note: 3 firms did not provide any response to this question. 
4.6.2.2 Frequency of issuing of circular / notices : Table 4.20 shows that 79% of the 
responding firms are issuing circular / notices 'sometimes' regarding matters that affect the 
employees. 18% of the responding firms reported 'always' or 'often'. This means that firms have 
a tendency toward more openness. 
Table 4.20: Frequency of issuing of circular / notices regarding matters that affect the employees 
Response of the firms 
Always 
Often 
Sometimes 
Rarely 
Never 
Number of 
firms 
03 
03 
26 
01 
nil 
% 
09 
09 
79 
03 
-
4.6.2.3 Form in which bulk of communication takes place: Table 4.21 reveals that 75% of 
the responding firms' bulk of communication takes place in the form of verbal way. That means 
that these firms are using informal way of communication. The rest 25% firms' bulk of communica-
tion take place in the written form. This means that these firms are more formal. 
The three qustions related to system of information sharing show that the firms surveyed 
tend to adopt an implicit policy to communication, issuing of circular and notices takes place 
whenever there is a felt need, and the popular form of communication is verbal. 
Table 4.21: Form in which the bulk of communication in the responding firm takes place 
Form of communication 
Verbal 
Written 
Number of 
firms 
25 
06 
% 
75 
25 
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4.6.3 Measures Taken for Employee Empowerment: 
Empowerment is the act of delegating power and authority to the subordinates so that the 
goals of the management can be accomplished. In this research 33 firms were asked about the 
specific measures taken during the last 5 years for employee empowerment. Only 11 firms told 
about the measures taken for employee empowerment in their organizations. These measures can 
be grouped into three broad headings: 
i) Organizational measures: Firms are using two kinds of organizational measures in order to 
empower the employees. One measure is delegation of power. Delegation means the act of 
assigning formal authority and responsibility for completion of specific activities to a subordinate. 
The other measure is decentralization. Decentralization means the delegation of power and 
authority from higher to lower levels of the organization, often accomplished by the creation of 
small, self-contained organizational units. 
ii) Interactional measures: These measures include consultation and discussion with employees 
on matters that affect them; e.g. target fixing, performance appraisal etc. 
iii) Developmental measures : Employee empowerment is also done by giving training or 
promotion or by a different approach 'Organizational Deveopment (OD)'. 
Nearly two-third of the firms surveyed do not report any measures taken for employee 
empowerment. The one-third of the sampled firms that did use organisational, interactional and 
developmental measures. 
4.6.4 Level of Middle-Level Managers' Representation in the Decision Making: 
Mid-level managers' representation is important for the organization not only for the 
creation of a democratic environment, but also to represent the lower level employees at the higher 
level and to generate and supply new ideas and information to the higher level in order to make 
better decisions. Table 4.22 shows that the firequency or level of mid-level managers' representa-
tion in the decision making is 'normaP for 79% of the responding firms. This fi:equency is equal for 
'high' and 'low' categories. 
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Table 4.22: Frequency of mid-level managers' representation in the decision making of the responding 
firms 
Response of the firms 
Very high 
High 
Normal 
Low 
Very Low 
Number of 
responding firms 
nil 
03 
25 
03 
01 
% 
-
09 
79 
09 
03 
Note: One firm did not provide any response to this question. 
4.6.5 Control Exercised by the Headquarter on the Local Level Units: 
Control is the process of ensuring that actual activities conform to planned activities. 
Control is needed to create better quality, to cope with change, to create faster cycles of creation 
and delivery of new product and to facilitate delegation and teamwork (Stoner et al. 1997:560). 
Here control exercised by the headquarter is discussed under two headings: 
i) Extent of control exercised : Table 4.23 shows that the extent of control exercised is 
'normal in maximum of the responding firms' cases. 2 firms reported that the extent of this control 
is 'low'; but the rest 16 firms told that their extent of control is 'normar or 'high' or 'very high'. 
This reveals that there is a tendency toward higher/greater extent of control by the headquarters on 
the local level units. 
Table 4.23: The extent of control exercised by the headquarters on the local-level units of the responding firms 
Extent of control 
Very high 
High 
Normal 
Low 
Very Low 
Number of firms 
02 
04 
10 
02 
nil 
Note: All responding firms do not have local-level branches. 
ii) Changes in the extent of control exercised : Table 4.24 shows that among the 17 
respondents to this question, 10 firms' exteiit of control did not change and 7 firms' increased or 
decreased. This reveals that among the respondents to this question 59% firms' extent of control 
has changed with a tendency toward increased control. 
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Table 4.24: Changes in the extent of control exercised by the headquarters on the local-level units over the 
last five years 
Nature of change 
Increased 
Decreased 
Not changed 
Number of firms 
04 
03 
10 
Note: AH responding firms do not have local-level branches. 
4.7 POLICIES AND PROCESSES OF S H R M 
This section focusses on the policies and processes of SHRM with emphasis on the 
changes brought in during the last five years i.e. for the period 1994-99. Five change areas have 
been identified as: recruitment and selection, training and development, performance appraisal, 
compensation, and career plarming and development. One subsection each has been devoted to 
these five areas. The sixth subsection seeks to report on the reaction of the firms surveyed on the 
question whether the changes were in response to strategic changes. 
4.7.1 Policies and Processes of Recruitment and Selection: 
Recruitment is concerned with developing a pool of job candidates in line with the HR 
plan. And selection involves using application forms, rfesumfes, interviews, employment and skill 
tests, and reference checks to evaluate and screen job candidates for the managers who will 
ultimately select and hire a candidate. 
4.7.1.1 Recruitment and Selection Policies: 
i) Changes brought in the recruitment and selection policies: Over the last 5 years, among 
the responding firms, only 4 firms brought in changes in the recruitment and selection policies. 
Changes in their recruitment and selection policies can be grouped into three categories: 
(a) Open advertisement: Open advertisement brings transparency and opeimess and attracts 
more people to the specific jobs. 
(b) Centralization of recruitment and selection : Centralization can reduce the cost of 
recruitment and selection through avoiding repetitive processes. 
(c) Selecting the competent personnel: Firms want to select the competent personnel in order 
to cope with competition. 
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ii) Whether the changes brought in the recruitment and selection policies in response to 
strategic changes: The strategic changes can be grouped into three categories: 
(a) To meet competition: As the economy of Bangladesh is growing fast and the GOB is 
following open market policy, the business organizations are facing cut-throat competition. In 
order to meet these competition firms are changing the policies of recruitment and selection. 
(b) To make organization profitable : Profit is the life-blood for a business organization. 
Increasing revenue and/or cutting cost make the firm profitable. Competent personnel can make 
the firm profitable in both the ways. 
(c) To make the selection process systematic and reduce the cost of recruitment and 
selection: Systematic process is required to select the competent persormel and it also reduce the 
cost of recruitment and selection. 
4.7.1.2 Recruitment and Selection Processes: 
Changes brought in the recruitment and selection processes : In the processes of 
recruitment and selection two major changes took place over the last five years. 
(a) Making recruitment and selection processes systematic: The responding firms made this 
process systematic by institutionalizing the process or making this step-by-step scientific. 
(b) Academicians involvement in the processes: In the recruitment and selection processes 
more and more academicians are being involved to bring in objectivity and better selection. 
4.7.2 Policies and Processes of Training and Development: 
Training programs are directed towards maintaining and improving current job 
performance, while developmental programs seek to develop skills for future jobs. Both managers 
and non-managers may receive help fix»m training and development programs. 
4.7.2.1 Training and Development Policies: 
i) Changes brought in the training and development policies : Over the last five years, 
among the responding firms only 6 firms brought in changes in the training and development 
policies. Changes in their training and development policies can be grouped into two categories: 
(a) Starting training programs: Firms have started domestic and foreign training. Officials are 
now given opportunities to take part in training programs. Training gives an opportunity to cope 
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with new job for the new employee and to motivate and increase efficiency for old employee, 
(b) Setting up training institute : In Bangladesh, all NCBs and some private banks have 
separate training institutes. The rest of the private banks and some business firms are also coming 
forward to establish their training institutes. These institutes provide an opportunity of continuous 
tRuning. 
ii) Whether the changes brought in the training and development in response to strategic 
change/s: Only 2 firms provided information on strategic changes. They mentioned mainly two 
categories of strategic changes: 
(a) To improve the product standard: As the GOB is following a policy of open-economy, 
Bangladeshi business firms are facing competition for their products' quality standard. They are 
trying to improve their products' quality and training of personnel is considered as an effective way 
to improve employee skills and make them perform better leading to enhancement on product 
quality. 
(b) To make the personnel competent: Now-a-days firms' personnel are treated as 'resource' 
or 'strategic resource' in many countries. But only competent personnel can be treated as these 
kinds of resources. Because these competent personnel give their firms an edge of strategic 
advantage. 
4.7.2.2 Training and development processes 
Changes brought in the training and development processes : In the processes of training 
and development two major changes took place over the last five years in the responding firms: 
(a) In-company training have increased: In-company training provide an opportunity to the 
employees to be trained in the real life working environment. 
(b) Company executives as well as external experts instruct in the training programs: 
Company executives can provide their vast experience from their fields; at the same time extemal 
experts can provide new ideas and experiences. 
4.7.3 Policies and Processes of Performance Appraisal: 
Performance appraisal is a procedure used by the managers to compare an individual's job 
performance to the standards or objectives established for his/her job. 
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4.7.3.1 Performance Appraisal Policies 
i) Changes brought in the performance appraisal policies: Over the last five years, among 
the responding firm§ only 7 firms brought in changes in the performance appraisal policies. 
Changes in the performance appraisal policies can be grouped into three categories: 
(a) Systematic performance appraisal system introduced: Instead of traditional performance 
appraisal system firms are interested in introducing more systematic and modem approach to get 
the added benefit of performance appraisal system. 
(b) Openness of performance appraisal policy: In Bangladesh it was a common practice to rate 
an employee by his boss and it was always a confidential matter. But nowadays business firms 
believe that performance appraisal should be open and transparent to the personnel so that bias 
can be avoided and employees can know the current performance and the weaknesses. 
(c) Objectives of performance appraisal: Performance appraisal system has certain objectives. 
Clear objectives help in getting desired result. Business firms in Bangladesh now intend to set their 
performance appraisal objectives clearly. They are interested in setting three kinds of objectives -
- know the weaknesses of the employees, give feedback for improving performance, and reward 
the employees on the basis of his/her performance. 
(ii) Whether the changes brought in the performance appraisal in response to strategic 
change/s: Business firms are always eager to earn profit. Profit earning depends on setting the 
right strategy and performing efficiently on the basis of that strategy. That is, profit earning 
ultimately depends on the efficient performance of the personnel. In Bangladesh, the strategic 
change in this area is that firms are trying to make the personnel performance-oriented. Making 
personnel performance-oriented, performance appraisal is an important tool. 
4.7.3.2 Performance Appraisal Processes 
Changes brought in the performance appraisal processes: Firms are now moving toward 
printed form' for performance appraisal and toward more methodical process. Another 
interesting change in the process of performance appraisal is the introduction oV 3 6(Pfeedback. 
In this system personnel are appraised by his/her superior, subordinate and peer. 
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4.7.4 Policies and Processes of Compensation: 
Compensation is to recompense, reward, wage or salary given by an organization to a 
person, persons or a group of persons in return for a work done, service rendered, or a 
contribution made towards the accomplishment of organizational goals. Compensation can be 
given in monetary or non-monetary terms, or as special reward for a specific type of 
accomplishment, achievement or contribution [Michael 1995:640]. 
4.7.4.1 Compensation Policies: 
i) Changes brought in the compensation policies : Over the last five years, among the 
responding firms only 36% firms brought out changes in the compensation policies. Changes in 
their compensation policies can be grouped into three categories: 
(a) Pay structure revised: Firms are revising their pay structure in order to modernize their pay 
structure and to match their pay structure with those of other competing firms. Some are revising 
to increase the compensation level. 
(b) Relation between performance and pay: There is a tendency that firms are establishing the 
relationship between performance and pay. They want to reward the competencies and outcomes. 
(c) Profit sharing scheme : A good number of firms are giving financial benefits to their 
employees from their profits. Profit sharing motivate personnel to increase their performance. 
ii) Whether the changes brought in the compensation in response to strategic changes : 
The responding firms are trying to bring two strategic changes: 
(a) Feeling of ownership : Pay structure revising or profit sharing or by adopting other 
management techniques firms are willing to give a feeling of ownership to their employees. 
(b) Increasing productivity : Every management technique has the target of achieving 
objective. For a business firm the ultimate objective is to make profit and constantly increase its 
profit through increasing its productivity. Compensation package is an important management 
technique to achieve that end. 
4.7.5 Policies and Processes of Career Planning and Development: 
Among the responding firms 12% said that they brought in changes in the multitrack 
developmental opportunities. These opportunities differ widely but these can be grouped into four 
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categories: 
(i) Pay: For high performing personnel higher pay and reward is given, 
(ii) Posting: For potential and high performing personnel better posting facilities are given, 
(iii) Promotion: High performing personnel get promotion or sometimes double promotion in the 
organizational hierarchy. 
(iv) Development: For deserving personnel firms provide development opportunities through 
cross skill / functional training and assignments or through better posting. 
4.7.6 SHRM Policies and Processes and Strategic Change: 
The interview schedule (question number 13 to 17) was designed in a manner to elicit a 
systematic response from the firms surveyed. First, the respondent was asked to recall whether 
there was a change in a SHRM area, then to identify the change, and finally whether that change 
was the response to strategic change. Th questioning was done twice in the same manner for 
policies and then processes. 
The findings related to changes in policies of the five SHRM areas have been discussed in 
the proceeding sections. The respondents could identify the changes in policies and also share 
information on whether these policy changes were in response to strategic changes. 
The respondents similarly could answer question related to process changes. Yet none 
was able to say whether this change was in response to strategic change. The probable 
interpretation of the non-response could be the inability to differentiate between policy and 
process changes. It is understandable that the manifestation of policy is in terms of the process. So 
necessarily the process changes are likely to be in line with the policy changes. 
Overall, the response to the five set of questions has been lukewarm indicating a general 
apathy on the part of firms to incorporate policies and processes changes and to do so in response 
to strategic changes. 
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The analysis and interpretation of the findings in the previous chapter have highlighted 
some conclusions which are presented below, summary and conclusions are presented in the 
same sequence in which the analysis and interpretation of findings have been done. 
5.1 PROFILE OF THE RESPONDENTS 
The summary and conclusions of the profile of the respondents are given below: 
5.1.1 Designation of the Respondents : 
The highest number of respondents are officers. Maximum number of the respondents 
. are from the second highest level to the mid-level of the organizational hierarchy. 
Most of the data were collected from the people who were well-placed in their 
organizational hierarchies. 
5.1.2 Experience of the Respondents : 
Maximum number of the respondents have more than 2 years experience in the present 
position, more than 5 years experience in the present organization, and more than 15 years 
total length of experience in their careers. 
Most of the data were collected from the persons who were adequately experienced 
in their services and careers. 
5.1.3 Age Group and Level of Education of the Respondents : 
Maximum number of the respondents' age were within 45 years and maximum number 
of the respondents had at least a post-graduate degree. 
Most of the data were collected from the persons who were highly educated and 
comparatively young in age. 
5.2 PROFILE OF THE RESPONDING FIRMS 
The summary and conclusions of the profile of the responding firms are given below: 
5.2.1 Pattern of Ownership of the Responding Firms : 
Maximum number of the sample firms are private limited companies. 
Except partnership, all forms of ownership-pattern are represented in the sample. 
5.2.2 Sector to which the Responding Firms Belong : 
Manufacturing sector covers the maximum number of the responding firms, while an 
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adequate number is in service sector. 
Both manufacturing and service sectors individually and jointly (in the form of group 
of companies) have the respresentation in the sample. 
5.2.3 Number of Employees of the Responding Firms : 
The highest number in a responding firm has more than 2000 employees and the second 
highest more than or equal to 1000 employees. 
In the sample, two groups of firms have got emphasis — firms which have more than 
2000 employees and firms which have slightly more than or equal to 1000 employees. 
5.2.4 Location of the Responding Firms : 
Maximum of the firms are located in Dhaka; the rest are located in Chittagong, 
Rajshahi, and Khulna divisions. 
In the sample firms, except two newly created divisions in Bangladesh, all the divisions 
have the representation. Besides, several of the firms located elsewhere in Bangladesh have 
their headquarter at the capital city Dhaka. 
5.3 STRATEGIES FOLLOWED BY THE RESPONDING FIRMS 
The summary and conclusions of the strategies followed by the responding firms are 
given below: 
5.3.1 Business Strategies Followed by the Responding Firms : 
Maximum number of the responding firms are following diversification / integration 
strategy. 
The choice of diversification strategy by an overwhelming majority of Bangladeshi 
firms is in line with the pattern observed elsewhere in developed as well as developing 
countries. 
5.3.2 HR Strategic Changes in the Responding Firms : 
Maximum number of the sample firms did not respond to the HR strategic changes. 
Two kinds of HR strategic changes getting popularity among the responding firms are --
developing MIS and introducing / modernizing / making systematic performance appraisal 
system. The new but rare HR strategic change in Bangladesh is profit-sharing scheme. 
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The large number of firms not reporting HR strategic changes is an indicator of the slow 
pace of reaction to changes in the business environment. It also shows that firms exhibit 
organizational inertia in internalising the changes that are necessarily imposed by a change 
of strategy which in most cases is that of diversification. 
The finding of developing MIS is in line with the typical response of firms to 
computerization. Most often, firms tend to use computerization to manage data that was 
previously being dealt with manually. Personnel record keeping is one such area. 
5.4 ORGANIZATION STRUCTURE OF THE RESPONDING FIRMS 
The summary and conclusions of the organization structure of the responding firms are 
given below: 
5.4.1 Managerial Hierarchical Levels in the Responding Firms : 
Maximum number of the responding firms have 4 to 6 levels of managerial hierarchy. 
But a handsome number of firms have fewer (3 to 4) levels of managerial hierarchy. 
Over the last 5 years, maximum number of the responding firms did not change their 
managerial hierarchical levels; but a good number of firms have increased the levels of 
managerial hierarchies. 
Bangladeshi firms have a tendency to follow their traditional hierarchical levels 
irrespective of strategies followed. A good number of firms have flat type of hierarchical 
levels. 
The firms those are increasing their hierarchical levels want to respond to their 
expansion strategy, but they are not in line with the latest developments in the area of SHRM. 
The tendency, in the present context, is to decrease the horizontal levels in the organisation 
structure. This trend has yet to catch up in Bangladeshi firms. 
5.4.2 Creation of Small Independent Units : 
Only few sample firms have created small independent units, such as SBUs or profit 
centers etc. 
The large firms in the developing and developed countries are using this kind of 
management technique. The Bangladeshi firms are legging behind in it. Only a few firms are 
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already using this technique which is an encouraging trend. 
5.4.3 Other Structural Changes : 
A good number of firms are expanding their organizational size or functional department. 
This kind of change corresponds in line with the diversification and expansion 
strategies followed by the Bangladeshi firms. 
5.5 POSITION OF THE H R FUNCTIONS 
The summary and conclusions of the position of the HR functions are given below. 
5.5.1 Representation of the HR Functions at the Top Level: 
Maximum number of the responding firms believe that their HR functions are partly or 
fully represented at the top level management committees. 
HR matters are getting more importance at the organizational level. 
5.5.2 Designation of the Persons who Represent the HR Functions at the Top-
Level Management Committees : 
Senior executives are more involved in the representation of the HR functions. Senior 
executives of the fiirms, which have no separate HR departments, are more involved in 
representing the HR functions at the top-level management committees than those of the 
firms which have separate HR departments. 
This leads to the conclusion that the growing improtance of the HR matters are 
influencing the firms to involve their senior executives to a greater extent. 
5.5.3 Whether the Position of the HR Functions is on Par with other Functional Areas 
or not: 
Less than half of the sampled firms consider that in their firms the positions of the HR 
functions are on par with other functional areas, such as production, marketing etc. Some 
of the responding firms, which do not have the positions of HR functions on par with other 
functional areas, have the representation of HR function at the top-level management 
committees. Some of the responding firms, which do not have separate HR departments, 
consider HR functions on par with other functional areas. 
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From this it can be concluded that, there are no relationships among the three variables 
of (1) the position of HR functions, (2) the representation at the top-level management 
committee, and (3) the existence of separate HR department in the organization. 
5.5.4 Emphasis Given on HR : 
Maximum of the responding firms have at least some consideration about HR issues 
and, at the same time, a good number of firms do not give any importance on HR strategy 
in deciding the business strategy. 
5.5.5 Whether Taking External Agency Help : 
Nearly one-fourth of the sample firms are taking help from external agency. 
HR functions are becoming specialised functions which need specialised help in order 
to be performed. 
5.6 THE HR SYSTEM 
The summary and conclusions of the HR system are given below: 
5.6.1 Characteristics of the HR System : 
The responding firms are more tending toward openness than that of closeness, toward 
autocracy than that of democracy, toward conservatism than that of liberalism. 
Bangladeshi firms are attempting more transparency to the employees, but at the same 
time they are showing autocracy and conservatism in their HR systems. Apparently there 
seems to be a contradiction here. But this can be explained in terms of the effort of the firms 
to imbibe openness in the day-to-day running of their activities. Yet there seems to be an 
unwillingness on the part of the top management to let go. It must also be remembered that 
the respondents to the research study are HR personnel. The finding probably reflects their 
perspective that within the firms there is a tendency to be transparent in dealing with 
employees while the top management tends towards autocracy and conservatism. 
5.6.2 System of Communication / Information Sharing: 
Most of the sample firms do not have any communication / information sharing policy. 
Those who have this kind of policies, actually follow two categories of policies: (a) formal 
way of communication / information sharing, and (b) informal way of communication / 
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information sharing. Most of the responding firms are issuing circular / notices 'sometimes' 
regarding matters that affect the employees. In most of the responding firms the bulk of 
communication takes place in the verbal form. 
Informal communication is gaining popularity in Bangladeshi firms. The development 
of informal communication is in line with the development of SHRM. 
5.6.3 Measures Taken for Employee Empowerment: 
Large number of the sample firms did not provide any response to the policy regarding 
employee empowerment. Among the respondents, some are taking organizational measures, 
viz. delegation of authority and decentralization of power, some are taking interactional 
measures, viz. consultation and discusison with employees, while others are taking 
developmental measures, viz. training, promotion, and / or OD. 
In order to motivate the employees and to perform the work effectively and efficiently, 
empowering employees is an effective tool. Few firms seems to be taking the advantage of 
this approach. 
5.6.4 Level of Mid-level Managers' Representation in the Decision Making : 
The level of mid-level managers' representation in the decision making is 'normal' in 
most of the sample firms. 
The level of mid-level managers' representation in the decision making of the Bangladeshi 
firms tells that at least there is some scope for the mid-level managers to contribute in making 
decisions. 
5.6.5 Control Exercised by the Headquarters on the Local-level Units : 
The extent of control exercised by the headquarters on the local-level units is 'normal' 
in maximum of the sample firms' cases. But there is a tendency toward higher/greater extent 
of control. Most of the sample firms' extent of control did not change over the last 5 years, 
but the rest of the sample firms' extent of control had changed with a tendency toward 
increased extent of control. 
Control may be of different kinds. But control should not be misunderstood with the 
'centralization of power' or 'interference in day to day work'. In theory control has always 
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a good meaning. In that sense, 'normal' extent of control with an increasing tendency shows 
a good sign which is in line with the precepts of SHRM. 
5.7 POLICIES AND PROCESSES OF SHRM 
The summary and conclusions of the policies and proceses of SHRM are given below: 
5.7.1 Policies and Processes of Recruitment and Selection : 
Over the last 5 years, three categories of change in the recruitment and selection 
policies took place: (a) Open advertisement, (b) Centralization of recruitment and selection, 
and (c) Selection of competent personnel. Three major kinds of strategic changes have 
caused the above recruitment and selection policies changes: (a) To meet the competition, 
(b) To make the organization profitable, and (c) To make the selection process systematic 
and reduce the cost of recruitment and selection. Two major changes took place in the 
recruitment and selection processes: (a) Making recruitment and selection processes 
systematic, and (b) Academicians involvement in the recruitment and selection processes. 
There is a widespread belief among the Bangladeshi firms that only competent 
personnel make an organization a success. And in order to get competent people, the 
responding firms are adopting and following the above mentioned policies and processes of 
recruitment and selection. 
5.7.2 Policies and Processes of Training and Development: 
Most of the responding firms did not bring any changes in the training and development 
policies. The rest of the firms had brought two kinds of changes : (a) Starting training 
programs, and (b) Setting up training institutes. Two categories of strategic changes caused 
the above changes: (a) To improve the product standard, and (b) To make the personnel 
competent. In the processes of training and development two major categories of changes 
took place: (a) In-company training have increased, and (b) Company executives as well as 
external experts are directly involved in the training programs. 
Successful firms make profit through their competent persormel by producing quality 
products. Training and development are the ways in which persoimel can be made competent. 
Bangladeshi firms, though few in number, are coming forward to establish training institutes 
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and providing training facilities to make their personnel competent. 
5.7.3 Policies and Processes of Performance Appraisal: 
Most of the sample firms did not bring any change in their performance appraisal 
policies. The few firms who brought some changes in their policies can be grouped into three 
categories: (a) Systematic performance appraisal system introduced, (b) Greater openness 
in performance appraisal system, (c) Clear objective/s of performance appraisal. The 
strategic change that caused the firms to bring the above changes is making personnel more 
performance-oriented. Changes in the process of performance appraisal that were brought 
over the last 5 years, are: (a) Moving toward using printed 'form', (b) Moving toward more 
methodical process, and (c) Introduction of 360° feedback. 
5.7.4 Policies and Processes of Compensation : 
Slightly more than one-third of the sample firms provided information about their 
compensation policies. These policies are of three categories: (a) Revising pay structure, (b) 
Establishing relationship between performance and pay, and (c) Establishing profit sharing 
scheme. The changes are in response to the following strategic changes: (a) To give a feeling 
of ownership, and (b) To increase productivity. 
Among the policies and processes of SHRM elements, discussed in chapter IV, the 
highest number of firms provided response about the policies of compensation. Bangladeshi 
firms, like the firms in other countries, want to attract the best talent and motivate their 
personnel by providing better compensation package. 
5.7.5 Policies and Processes of Career Planning and Development: 
In the area of career planning and development policies and processes only few sample 
firms brought changes. These changes can be grouped into four categories: (a) Higher pay 
(b) Better posting, (c) Promotion or double promotion, and (d) Providing development 
opportunities. 
Response of few sample firms denote that the opportunities for career planning and 
development are not so prevalent. 
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5.8 IMPLICATIONS OF FINDINGS FOR S H R M IN BANGLADESHI FIRMS 
On the basis of the analysis and interpretation of the findings the researcher would like 
to suggest some policy measures for SHRM in Bangladeshi firms. The implications are given 
under three headings - for the HR functions, for the HR system, and for framing systematic 
policies and designing relevant processes for SHRM. 
5.8.1 For the HR Functions : 
An organization's most important resources are the people who supply work, talent, 
creativity, and drive to the organization. It seems logical, then, that among a manager's most 
critical tasks are the HR functions. This is why HR functions should be represented at the 
top level. There should be a separate department for HR functions. The CEO, or the head 
of the HR department, or any other senior executive could represent the HR functions at the 
top level management committee. Due to its increased importance, the organizations should 
make the HR functions on par with other functional areas or departments. Finally, as HR 
strategy and business strategy affect each other, a link between these two should be 
established by the business firms. HR strategy is to be viewed as a critical component of the 
strategic management of an organisation. The fact that strategic success ultimately depends 
on the quality of human resource should be unequivocally accepted. 
5.8.2 For HR System : 
The HR system should be democratic, open and liberal. In a system like this people 
can contribute the most, because in that system they can participate in decision making or 
express their feeling and gain confidence in the system. 
Managers, specially the mid-level managers, should have representation in the decision 
making. This will increase participation, flow of information, and a feeling of'ourselves' 
instead of'themselves'. 
The extent of control by the headquarters on the local-level units should increase. 
Control should not be misunderstood with 'interference*. In theory control has always had 
a positive meaning. Control can increase the quality of product or service and individual and/ 
or group accountability. 
119 
Employee should be empowered, so that, they can make decisions at all levels of the 
organization without asking for approval from managers. Empowerment will provide an 
opportunity to create new ideas, products and relationships. 
Firms should increase issuing of circular / notices as it indicate the level of information 
sharing with the employees which is a reflection of democratic and open HR system. 
Overall, there should be clear signals within the organisation that transparency is 
valued, creative ideas are welcome, initiative is rewarded and the HR system reinforces 
strategy-supportive behavior. 
5.8.3 For Framing Systematic Policies and Designing Relevant Processes for SHRM: 
For framing systematic policies and designing relevant processes for SHRM the 
implications are discussed under five headings given below: 
i) Recruitment and selection : Open advertisement and transparency should be there. 
These will bring competent people in the organization and will increase the goodwill of the 
organization. The process of recruitment and selection should be systematic because only 
policy can not produce good result and academicians help should be welcomed. 
ii) Training and development: Training and development make people competent, bring 
in fresh ideas, and give a firm competitive advantage. Firms should 'open the door' by 
changing their rules and regulation, so that people could seek the training and development 
opportunities. They should arrange training and development programs and give potential 
employees financial assistance. They could create an efficiency bar that would have to be 
crossed in getting pay rise or promotion through appropriate training. 
Hi) Performance appraisal: Performance appraisal system should be based on openness, 
clear objectives and usage of printed forms. This will create confidence among the 
employees that the system is not biased. It can be a tool to make employees performance-
oriented. 
iv) Compensation : Firms should follow a pay structure that would attract and motivate 
people. Firms should also relate pay with performance which would make the employees 
performance-oriented. Profit sharing scheme could be introduced, because it would give the 
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employees a feeling of ownership and ultimately would increase firms' profit. 
v) Career planning and development : Firms should have a clear policy regarding 
employees' career planning and development, so that employees could visualize the way they 
are going or advancing. In order to get a good result from that policy, the process of career 
planning and development should also be systematic. 
Overall, the introduction of'strategic' element in mangement of human resource does 
not mean merely serving old wine in a new bottle. It means fundamental changes in the way 
on the SHRM system is put into action. The essential prerequisite to the creation of a genuine 
SHRM system is the desire and the will on the part of Bangladeshi firms to painstakingly 
restructure their HR function, system, policies and processes so that can usher in a form that 
can stand them in good stead with regard to competition. 
CHAPTER SIX 
DIRECTION FOR FUTURE RESEARCH 
6.1 Potential Areas for Future Research on SHRM 
6.2 A Set of Propositions for Future Studies 
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The various issues or areas in which future research on SHRM can be done are 
discussed in this chapter. The chapter begins with outlining some of the potential areas in 
which future research can be done. Then a set of propositions are made where a meaningful 
contribution to the existing knowledge on the area of SHRM can be made. 
6.1 POTENTIAL AREAS FOR FUTURE RESEARCH ON SHRM 
In the context of limitations of the study and to enhance the scope of the analysis, some 
of the potential areas where further research can be undertaken. 
(i) More representative sample can be there : If the study could be dolson more than 
100 firms, generalization of the findings could be possible. 
(ii) Extensive coverage with a varied sample of industries : Studies could be done 
covering a wide variety of industries in the sample including (public) corporations, MNCs 
etc. 
(ii) Sector-specific studies : Sector-specific studies, such as manufacturing sector, 
service sector etc., could be conducted. 
(iv) Industry-specific studies : Industry-specific studies, such as RMG industry, jute 
industry etc. may be undertaken. 
(v) Replication of research study in other countries: Same kind of research studies may 
be conducted in other countries, or comparative studies can also be done between / among 
countries. 
(vi) Intensive coverage with in-depth investigation : Intensive coverage with in-depth 
investigation with SHRM issues and their relationships could be explored, such as relationships 
among the variables of corporate strategy, business strategy, HR system, HR strategy, 
SHRM policies and processes etc. 
(vii) Case-based studies: Case-based studies on SHRM could also be conducted to bring 
out issues that are otherwise difficult to uncover. 
6.2 A SET OF PROPOSITIONS FOR FUTURE STUDIES 
Exploratory research is proper for the study in subject areas where the developed data 
are limited. The objective of exploration is the development of propositions / hypotheses 
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rather their testing. SHRM is such an area where exploratory research is needed. Below 
there are some propositions developed from this research study which will show the 
direction of future research for the researchers. 
Proposition 1 
Business firms are developing / changing MIS and performance appraisal system 
Among the respondents of the sample firms of the present study two kinds of HR 
strategic changes are becoming popular — developing / changing the MIS and performance 
appraisal system. 
Proposition 2 
Business firms are using fewer (managerial hierarchical) levels in the organization 
structure and there is a tendency not to change these levels 
Among the sample firms, 80% have 4 to 6 levels of and 42% have 3 to 4 levels of 
managerial hierarchical levels. Over the last five years, 31 % of the responding firms have 
changed their levels — one-fourth of the responding firms have increased the levels and the 
rest have decreased. 
Propositions 
Few business firms have created small independent units, like profit center, SBUs etc. 
9% of the sample firms have created the small independent units like profit centers or 
SBUs etc. This number is small, but seems to be encouraging. 
Proposition 4 
HR functions are properly represented at the top level and the senior executives are 
more involved in this representation in the business firms 
61 % of the sample firms reported that their HR functions are properly reprsented at 
the top level. 76% of the responding firms' senior executives are involved in representing the 
HR functions at the top-level management committees. 
Propositions 
Business firms have at least some considerations about HR issues 
70% of the sample firms follow the approaches (given in the questionnaire, proposed 
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by Torrington and Hall 1995:48) except Approach A. These approaches tell about different 
degrees of importance on HR issues. 
Proposition 6 
A good number of business firms are taking external agency help for advising on HR 
activities 
24% of the sample firms are taking external agency help for advising on HR activities. 
Some other propositions which could be developed from the HR system are: 
Proposition 7 
The characteristics of the HR system in business firms are tending toward autocracy, 
openness and conservatism 
Propositions 
Business firms have an implicit policy regarding information sharing, they issue 
circular / notices wherever there is felt need, and verbal form is the popular form of 
communication 
Proposition 9 
The level of mid-level managers' representation in the decision making is normal. 
Proposition 10 
The extent of control by the headquarters over the local level units is normal and there 
is a tendency to increase this extent of control 
From the policies and processes of SHRM several propositions could be developed, 
some of these are given in exhibit 6. l in a summarized form. The formulation of proposition 
could use the indicative statements provided in the different columns. For example, 
proposition 11 could be stated as : "The means for policy changes in the SHRM area of 
recruitment and selection is that of open advertisement". Similarly, proposition 14 could be 
stated as "The reason for strategic change in SHRM is to meet competition". 
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APPENDIX-I 
INTERVIEW SCHEDULE / 
QUESTIONNAIRE FOR RESEARCH STUDY 
Code Number: 
All questions are to be answered keeping in view the time horizon of the last five years. 
1. What strategies did your company follow in the last five years? (You may tick / more than 
one). 
a) Diversification/integration b) Joint venture 
c) Mergers and acquisition d) Divestment 
e) Retrenchment f) Any other (please mention) 
2. (a) Is the human resource (HR) function represented at the top-level committees in your 
company? Yes / No 
(b) If yes, who represents the HR functions? Please write the designation of the 
person 
3. What is the position of the human resource (HR) function in your company i.e. is it on par with 
other functional areas like production, marketing, etc.? 
4. What is the number of levels in the managerial hierarchy in the organisation structure of your 
company? Has this number increased / decreased during the last five years? If so what has been 
thechange? 
5. Has your company taken any initiative/s to create small independent units like profit center or 
strategic business unit in the last five years? If so how has this been done? 
6. Could you recall any other change/s done in the organisation structure in your company at any 
time during the last five years? What was the change? 
7. Incaseyourcompanyhaschangedstrategiesduringthelastfiveyearsdidanychangetakeplace 
in the HR strategies and policies? Please mention, at least, two such changes in HR strategies 
and policies. 
8. Keeping in mind similar companies elsewhere, how would you characterise the HR system 
within your company? Please tick on any of the 5 boxes in between 
Open • D D D n Close 
Democratic 0 0 0 0 0 Autocratic 
Liberal O Q Q D O Conservative 
9. (a) Does your company have an explicit policy regarding sharing of information with the 
employees? If yes, then what is that policy? 
(b)Liyouropinionissuingofcirculars/noticesregardingmattersthataffecttheemployeesis 
done: 
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Always Often Sometimes Rarely Never 
(c) In your estimate the bulk of communication in your company takes place in this form: 
Verbal Written 
10. Pleasepointoutspecificmeasurestakenduringthelastfiveyearsforemployeeempowerment. 
11. Isthelevelofmiddle-levelmanagers'representationinthedecisionmakinginyourcompany: 
Very high High Normal Low Very low 
Please answer the next question only if your company is geographically dispersed organisation 
otherwise go to question 13. 
12. (a) The extent of control exercised by the headquarter on the local-level units is: 
Always Often Sometimes Rarely Never 
(b) Has the extent of control changed in any way during the last five years? If so, then has it 
increased /decreased. 
13. (a) Please recall whether the recruitment and selection/Jo/Zcy of your company was changed 
in the last five years. 
(i) If so, what was the change brought in? 
(ii) Was this change in response to strategic change/s? 
(b) Please recall whether the recruitment and sekctionprocess of your company was changed 
in the last five years. 
(i) If so, what was the change brought in? 
(ii) Was this change in response to strategic change/s? 
14. (a) Please recall whether the training and development/7o//cv of your company was changed 
in the last five years. 
(i) If so, what was the change brought in? 
(ii) Was this change in response to strategic change/s? 
(b)Pleaserecallwhetherthetraininganddevelopment/?roce5^sofyourcompanywaschanged 
in the last five years. 
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(i) If so, what was the change brought in? 
(ii) Was this change in response to strategic change/s? 
15. (a) Please recall whether the performance appraisalpo//cy of your company was changed in 
the last five years. 
(i) If so, what was the change brought in? 
(ii) Was this change in response to strategic change/s? 
(b) Please recall whether the performance appraisal /?roce.s5 of your company was changed 
in the last five years. 
(i) If so, what was the change brought in? 
(ii) Was this change in response to strategic change/s? 
16. (a) Pleaserecall whether the compensation, reward and incentive/7o//cyofyour company was 
changed in the last five years. 
(i) If so, what was the change brought in? 
(ii) Was this change in response to strategic change/s? 
(b) Please recall whether the compensation, reward and incentive process of your company 
was changed in the last five years. 
(i) If so, what was the change brought in? 
(ii) Was this change in response to strategic change/s? 
17. (a) Has there been any special provision for providing multitrack opportunities for high 
performingemployees? 
(b) If yes, then what are these provisions. 
18. Has your company taken the help of any extemal agency such as an independent consultant for 
advising company on the HR activities or new initiatives during the last five years? 
19. Whichstatement,inyouropinion,describesinthebestpossiblewaytheemphasisgiventoHR 
inyourcompany.(Youmaytickamaximumoftwoincaseonestatementdoesnotfullydescribe 
such as emphasis). 
(i) Corporate and HR strategies have a two-way relationship with some ideas being initiated 
by the HR managers, 
(ii) HR is the driving force in the development of corporate strategy. 
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(iii) There is no consideration whatsoever ofHR issues in the preparation of corporate strategy. 
(iv) HR strategy is derived from the corporate strategy i.e. the purpose of HR strategy is to 
match the requirements of the corporate strategy in all possible ways. 
You may not write your name and company's name anywhere to ensure confidentiality. P lease answer 
the following questions about yourself and your company. This information will be used purely for 
statisticed purposes. 
20. Pattern of ownership of your company: 
Sole proprietory Partnership 
Private Ltd. Co. Public Ltd. Co. 
Govt, owned Any other (Please specify) 
21. Sector to which your company belongs: 
Manufacturing Service Any other 
22. Number ofemployees in your company: 
Officers Staff Workers 
23. Organizational structure of the top-level management. 
24. Your designation 
25. Experience in present position (in years) 
26. Experience in the company (in years) 
27. Total length of experience (in years) 
28. Level of education: 
Post-graduation (e.g. M. A.) 
Graduation (e.g. B.A.) 
Under-graduation(e.g. Matriculation) 
29. Age group as on January 1,1999 
Less than 30 years 
31 to 45 years 
46 to 60 years 
Above 61 years 
Thank you very much for your cooperation 
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Appendix-II 
Bangladeshi Economy and Industry 
This appendix provides a bird eye's view of the various significant aspects of Bangladeshi 
economyand industry. 
Political History : Recorded history traceable to the 4th century B.C. with clear evidence of 
flourishingcivilizationconsistingofcities, palaces, temples, forts, seatsofleamingandmonasteries. 
1200 A.D.: advent ofthe Muslims, enjoying periods ofprosperity under Muslim rule. 17thcentury: 
atimeofeconomicwellbeing. 7757; beginningofBritish colonial rule. 79-^ 7; departureofthe British 
from hidian subcontinent; Bangladesh becomes East Bengal / East Pakistan as part of Pakistan. 7 P 77 .• 
emergence ofthe sovereign state of Bangladesh through an armed struggle. 
Sectoral Economic Trends in Recent Years: The contribution of industrial sectortotheGDP is 
increasing exceptin 1996-97 in thatyear political turmoil hampered industrial production. The good 
sign ofthe economy is that the contribution ofthe service sector to the GDP is constantly increasing 
and its growth rate is almost constant. Table II. 1 shows the sectoral economic trends in 1997-
98. 
Table II. 1: Sectoral economic trends in 1997-98 (Tk. in million) 
Items / sectors 1997-98 % change over 1996-97 
1. GDPatconstant 1984-85 market price 718130 5.6 
2 
3. 
GDP at current market price 
Sectoral break-up of GDP at constant 
1984-85 market price 
i) Agriculture 
ii) Industry 
iii) Services 
1540930 
% share 
inGDP 
31.7 
19.4 
48.9 
9.8 
growth 
rate 
3.1 
73 
65 
Total 100.0 
Source: Abstracted from Bangladesh Bureau of Statistics, 1997-98. 
Industrial Growth and Development: In 1947, Bangladesh (the then East Pakistan) was a raw 
material producing region with little modem industry. In 1949-50, contribution ofthe manufacturing 
sector to the GDP was only about 3% and large scale enterprises contributingjust over halfaper cent 
(Ahmed, 1978:385-416). 
The GovemmentofPakistan announced the first Industrial Policy inl948.Thefeaturcsofthat 
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policy were: (i) industrialization through private enterprises, (ii) bureaucratic control for decision 
making influencing the allocationofresources, (iii) import substitution approach to industrialization, 
(iv) tolerating but not encouraging FDI. By 1949 the government had approved a scheme prepared 
by Adamjee for setting up three jute manufacturing units of 1000 looms each. Thus the industrial 
development in (the then) East Pakistan started. In 1952, the Pakistan Industrial Development 
Corporation (PIDC) was established - which was bifurcated and became the East Pakistan Industrial 
Development Corporation (EPIDC) in 1962. By the early 1960s, some Bangladeshi came forward 
to set up industrial units (Ahmed 1978:385-416). 
Bangladesh became an independent sovereign state on Dec. 16,1971. The Government of 
Bangladesh (GOB), immediately after liberation, decided to nationalize the key industries which created 
a vast public sector enterprise in the country. Since the independence of Bangladesh, a number of 
industrial policies were announced. These are: (i) Industrial Investment Policy, Jan. 1973, (ii) New 
Industrial Policy, July 1974, (iii) Revised Investment Policy, Dec. 1975, (iv)New Industrial Policy, June 
1982, (v) hidustrial Policy, July 1986, (vi) Industrial Policy, 1991, (vii) Revised Industrial Policy, Dec. 
1992. These industrial policies refer to three entirely different models relating to economic management 
in which fundamental state policies have undergone. First phase: a loose type of mixed economy with 
a preponderance of private ownership, adopted socialism as state policy, which was not a traditional 
type of socialist economy (March 72 to June 74). Secondphase: return to mixed economy with an 
emphasis to develop a vigorous private sector, vMle the goverment still retained the basic and the large 
segment of the industrial sector (from June 74 to June '82). Third phase: return to a total market 
economy with unfettered freedom to private sector (from June '82 to onward). 
Liberalization Measures during the Decade: The GOB is committed to the strategy of private 
sector-led economic growth and has undertaken significant policy reforms in order to liberalize the 
economy. Some of the measures are as follows (Bhuyan & Khan 1995:3 5): 
a) Industrial sector: (i) Private investment, both domestic and foreign, has been decontrolled, (ii) 
someofthepreviouslyreserved sectors includingpower and telecommunications havebeenopened 
for private investment, (iii) liberal incentives are given to foreign investors for whom portfolio 
investments have also been opened up. 
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b) Tax, tariff and trade: (i) The trade-neutral value added tax has replaced excise duties and sales 
taxes on imports, (ii) tariff rates have been lowered, (iii) quantitative restrictions on imports for trade 
reasons (protection) have been substantial ly reduced, (iv) controls on export have also been reduced, 
e.g. by relaxing to some extent the domestic value addition requirement for garment export. 
c) Foreign exchange: (i) Many foreign exchange transactions have been freed from prior central bank 
approval, (ii) exporters are nowallowed to keep 5 to 15 percent of their foreign exchange earning, (iii) 
taka has now been made convertible on current account. 
d) Financial sector: (i) Central bankcontrols on financial transactions have been largely eliminated, 
(ii)interestratepartiallyderegulated,(iii)controlsonparticulartypesofbankloanshavebeenremoved, 
(iv) to help recover bank loans special loan courts have been set up. 
e) Legal en vironment: (i) Reform and consolidation of existing labor laws, (ii) reform in the enactment 
of the hidustrial Relations (Amendment) Act, 1993, (iii) passage of the Banking Companies Act, 1991 
and the Financial Institutions Act, 1993, (iv) passage of the Companies Act (Amendment) 1913, (v) 
establishment of the Securities and Exchange Commission to improve the capital market, (vi) 
amendments of the Foreign Private Investment (Promotion and Protection) Act, 1980. 
f) Government's export policy: (i) Special bonded warehouse facility has been extended, (ii) duty 
drawback system has been improved. 
g) Privatization process expedites: The Privatization Policy is announced in July 1994, A total of 
46 state-owned enterprises have been identified for privatization. 
Balance of Payment: A brief picture of the balance of payments is shown in table 11.2. 
Table II.2 Balanceof Payment (In million US S) 
Items / sectors 
Trade balance 
Current account balance 
Capital account (net) 
Overall balance 
1992-93 
-1688 
-618 
1277 
595 
1993-94 
-1657 
-420 
1262 
707 
1994-95 
-2361 
-1065 
1393 
460 
1995-96 
-2999 
-1637 
610 
-852 
Source: Statistics Department, Bangladesh Bank. 
Export Scenario: Export scenario is given under the headings of export trends, export structure, 
exportcompositionandexportdirection. 
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a) Export trends: (i) Export growth: Table 11.3 shows that export is growing at a rate of 12% since 
the independence of Bangladesh, (ii) Export as percentage to import: Although there is a wide gap 
between import and export (3 8.2% gap in 1996-97), positive development has taken place to reduce 
the gap [EPB, 1995-96]. 
Table 11.3: Export growth rate 
Year Average export growth rate 
1997-98 
For last 3 years 
For last 6 years 
For last 12 years 
Since 1972-73 
15.9% 
13.9% 
17.4% 
16.8% 
12.0% 
Source: Based on the data of Bangladesh Export Promotion Bureau, 1996-97. 
b) Export structure: (i) Primary and manufactured commodities: Table 11.4 reveals progressive 
growth of manufactured commodities over the years, (ii) Traditional and non-traditional items: Table 
11.5 refers the positive increase in the contribution of non-traditional items to the export earning, (iii) 
Jute and non-j ute items: Jute items contribution was very high in the export portfol io during the initial 
years, and gradually share of non-jute items started increasing over the years [EPB 1995-96). 
Table II.4: Primary and manufactured commodities as percentageoftotalexport 
TraT Primary commodity as percentage 
of total export 
Manufactured commodity as 
percentage of total export 
1972-73 
1982-«3 
1992-93 
1996-97 
43.8 
35.4 
13.7 
11.9 
562 
64.6 
863 
88.1 
Source: Bangladesh Export Promotion Bureau, 1996-97. 
Table II.5:Tradltionaland non-traditional items as percentageoftotalexport 
7SF Traditional items as percentage 
of total export 
Non-traditional items as 
percentage of total export 
1972-73 
1982-83 
1992-93 
1995-96 
95.0 
69.0 
16.8 
11.6 
5.0 
31.0 
832 
88.4 
Source: Bangladesh Export Promotion Bureau, 1996-97. 
c)Exportcoinposition: (i)Majorproduct^: Table 11.6showsthatthoughBangladeshexportsabout 
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115 different products, the main export items are only 7 and these 7 products contributed 93 % of the 
export earnings in 1995-96 with readymade garments (including knitwear) increasingly replacing jute 
andjute goods as the major exportable items, (ii) Product diversification: Number of exportable items 
were 32 in 1972-73,87 in 1982-83, and 115 in 1993-94 showing increasing trends (EPB1995-96). 
Table II.6 :Export of major products as percentageof total export 
Major products 
1. Jute goods 
2. Raw jute 
3. Leather 
4. Tea 
5. Frozen food 
6. Chemical products 
7. Ready-made garments 
(including knitwear) 
8. Others 
1972-73 
51.4 
38i 
4.6 
2.9 
0.9 
0.9 
-
0.9 
1982-83 
46.6 
16.0 
8.4 
6.8 
lOil 
23 
1.6 
7.7 
1992-93 
112 
23 
6.6 
1.5 
83 
21 
61.4 
6.6 
1995-% 
8.5 
23 
5.5 
0.9 
8.1 
2.5 
65.6 
6.6 
Source: Bangladesh Export Promotion Bureau, \ 996-97. 
d) Export direction: (i) Region-wise export: EU and American regions togather contribute about 
75% of total export (ii) Market diversification: In 1972-73 Bangladesh exported goods in 67 countries, 
in 1982-83 it was 95 and in 1993 -94 it was 107 showinga substantial progress in market diversification 
[EPB 1995-96]. 
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Appendix III 
Macro-Level Situation in Bangladesh with regard to human resource development 
This appendix provides an overview of the macro level situation with regard to human resource 
development in Bangladesh. The coverage includes statistics related to human development, labor 
statistics and employment scenario, and human resource development. 
Human Development of Bangladesh: A summary ofthe human development ofBangladesh is given 
in the table III. 1. 
Table III.l: Human developmentin Banglades 
a) General: 
(0 
(ii) 
(iii) 
(iv) 
(V) 
b)Health: 
(!) 
(ii) 
(iii) 
(iv) 
(V) 
Major highlights 
Population (in million) (1995) 
Density per sq. km. (1995) 
PercapitaGDP(inUS$)(l995) 
G DP growth rate (%)(1997) 
Average annual inflation rate (%)(1980-1992) 
Population per doctor (1997) 
Population per hospital-bed (1997) 
Life expectancy (years) (1992) 
Use of contraceptive (%X 1997) 
State expenditure on health (% of GDP) (1992) 
c)Childsurvival: 
(i) 
00 
(iii) 
Infant mortality (per 1000livebirths)(I993) 
Under 5 years mortality rate (per 1000 live birth) (1994) 
Child suffering from malnutrition (%) 
1) Under weight (under 5 months) (1995) 
2) Wasting(l2-33 months)(1991) 
3) Stunning(24-59 months) (1991) 
d) Women status: 
(i) 
(ii) 
(iii) 
(iv) 
Fertility rate per woman (1995) 
Maternal mortality (per 100,000 live births) (1993) 
Femaleilliteracy(%offemaleageI5+)(l993) 
Average age of first marriage of woman (1997) 
e) Food and nutrition: 
(i) 
(iO 
OEducation: 
(i) 
(iO 
(iii) 
(iv) 
(V) 
Daily calorie supply per capita (1992) 
Expenditure on food as a percentage of total household consumption (1985) 
State expenditure on education (% of GDP) (1992) 
Illiterate (per 100 persons)(l990) 
Adult education rate (15+years) (%X 1997) 
Number of primary schools (in thousand) (1997) 
Number of primary school students (in thousand) (1997) 
119.8 
812 
247 
5.6 
9.1 
4,955 
3,288 
59.6 
50.9 
1.4 
106 
117 
66 
16 
65 
3.1 
850 
78 
20.1 
2019 
59 
26 
65 
37 
63 
18.032 
Source: (i) UNDP, Human Development Report, various issues, N.Y. 
00 The World Bank, World Development Report, 1994. 
(ilO Ministry of Finance, GOB. Bangladesh Economic Survey, June 1994, June 1995 and June 1998. 
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Labor Statistics and Employment Scenario: Table 111.2 provides a brief picture of the scenario. 
Table III.2: Labor statistics and employment scenario 
(0 Civilian Labor force(in croreXl 996-97): 
Male 5.6 
Female 2.1 
Total 7.7 
(iii) Labor force growth rate (in %) 
over a period of 15 years 
(1981-1995) 
Urban Rural 
Male 111.67 8.30 
Female 275.00 45.83 
(ii) Break-upoftotal labor force (1996-97): 
Agricultural labor 6 3 2 % 
Industrial labor 7.7% 
Others 29.1% 
Total 100.0% 
Source: Bureau of Statistics, Bangladesh, 1996-97. 
Human Resource Development in Bangladesh: The situation of human resource development 
in Bangladesh is given in short in table 111.3 and table 111.4. 
Table i n . 3 : Human resourcedevelopmentscenarioin Bangladesh in 1998 
Institution no. of institutes no. of teachers no. of students 
0 General college (private and public) 
ii) University (including specialized univ.) 
iii) Specialized college(includingB.I.T) 
768 
9 
109 
28^16 
3,668 
2,929 
1,097,750 
66,801 
67,614 
Source: Ministry of Finance, GOB, Bangladesh Economic Survey, lun^ 1998. 
TableIIL4: Allocation in ADP in social sector for HRD in 1998 
(IncroreTk.) 
Sub-sectors of social sector Amount 
0 Education and religion 
iO Sports and culture 
iiO Health 
iv) Family welfare 
v) Labor force 
vi) Social welfare, women affairs and youth development 
1,685 
80 
588 
544 
10 
167 
Source: Ministry of Finance, GOB, Bangladesh Economic Survey, i\me 1998. 
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